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e In the Record « 


As Defense Contracts Mount 


The conflicting currents affecting business life are vividly 
reflected in two sections of this issue of the Record. 


(1) In the Survey of Business Opinion, executives in many 
industries forecast their companies’ prospects for the re- 
mainder of this year. Mostly they feel that civilian demands 
superimposed on mounting defense orders will assure a con- 
tinued high level of operations. But if civilian demands 
become curtailed for any of a number of reasons, slowdowns 
in many lines will result. This detailed study of executive 
opinion is in two major sections—pages 218-223 and pages 
235-244. 


(2) The current scene is approached from a more over-all 
point of view in Business Highlights. One of the first statistical 
factors weighed in this opening article is that of personal 
savings which are climbing rapidly toward their postwar high. 
Unbalanced inventories are next probed into again (for the 
preceding instalment see the May issue), and then Highlights 
goes into what is happening to prices in both the free and 
controlled sectors of the market. 

These and other pertinent statistics of the moment can be 
marshalled two ways: to show that a glut of goods is being 
accumulated or that we’re heading for a dire shortage of 
consumer goods in the months ahead. Cogent reasons are 
given for discounting both these extremes in favor of a more 
sane appraisal of a confused and uncertain situation. 


Is Regulation W Curbing Inflation? 


Congress will soon have the responsibility of deciding 
whether to extend the halters on instalment buying or let 
the present law expire on June 30. Pressure among retail 
groups in favor of letting the law lapse may go unheeded as 
other pressures concentrate on the peril of allowing inflation 
to make much more headway. But how effective is Regula- 
tion W in holding down inflation? The article beginning on 


page 226 discusses how the regulation functions and how 
other factors are also affecting instalment buying. The high- 
lights of the regulation are presented in the box on page 227. 
Charts illustrate new credit extended and total instalment 
credit now outstanding. 

ar ee) 


Some Regional Shifts Can Be Expected 


During World War II government contract data were 
made available according to the state in which the work was 
to be done. Today’s data refer to the headquarters of the 
company signing to do the work. This makes a study of the 
impact of defense orders on states and regions a rather diffi- 
cult task. This issue of the Record publishes a breakdown 
of contracts already awarded—but it also publishes in the 
adjoining column some very important reservations concern- 
ing the use of the data. This material is followed by four 
pages of charts that show some significant regional trends and 
breakdowns. One factor presented is the tremendous growth 
of industry in the West—as though Horace Greeley’s advice 
to young men to go west had recently been taken up with - 
a vengeance by businessmen. Another interesting factor 
revealed by the charts is the great uniformity of income dis- 
tribution everywhere but in the South. Turn to page 213 for 
a preliminary of what we hope will prove a regularly fruitful 
source of regional information: The Business Record. 


On the Graphic Side... 


Seven full pages of charts enliven this issue of the Record. 
Four deal with regional characteristics, two highlight Canada 
today (pages 224-225), and one page is devoted to manufactur- 
ing output, profits and margins (page 207).. . The saturation 
point of the market for automobiles is studied in a series of 
four small charts (pages 208-209). . . . Steps on the down- 
ward path of the dollar’s purchasing value are charted on 


page 232. And echoes of the budget-cutting theme featured 


in the May issue can be heard in the sentiments voiced in 
page-233 boxes. (Reprints of last month’s feature on “How _ 
To Streamline the Budget” are now available.) 


Business Highlights 


THE CONSUMER THIS WINTER: GLUT 
OR FAMINE? 


\ X 7 HILE talk of inflation and coming consumer 

shortages fills the air, most inflation indicators 

have been continuing gently downward. The 

script still calls for inflation, but the cast has been 
ad lubbing. 

In early May, wholesale prices were still at their 
mid-February levels. The gradual slipping of indus- 
trial prices (chiefly of chemicals and textiles) had 
been disguised by alternating recovery and decline in 
farm and food prices. In the commodity markets, 
spot and futures prices were still aiming generally 
downward. Favorable weather in late April and early 
May were producing a sluggish recovery in depart- 
ment store sales, but retail trade was still below satis- 
factory levels—and perhaps well below normal levels, 
judging from the volume of disposable income avail- 
able for spending. 


WE'RE SAVING MORE 


Scattered reports of better business notwithstand- 
ing, the typical consumer still seemed to prefer a 
higher savings rate to a new car or a new suit. Or 
else he still needed a higher savings rate to pay for 
the car and suit he bought in January. 

In any event, the rate of personal savings (dispos- 
able income less personal consumption expenditures) 
now bids fair to be one of the sensational figures of 
the second quarter. Unless demand at the retail 
counter picks up substantially in June, savings may 
well exceed the postwar record of $15.8 billion (annual 
rate) of the last quarter of 1950. 

By early May, secondary effects of the adjustment 
had made an appearance. Electric power consump- 
tion figures were suggesting a slowdown in civilian pro- 
duction. Consumer debt and privately held money 
supply were slipping downward. Business loans had 
stopped rising and were fluctuating narrowly. Paper- 
board demand, a broad but good indicator of indus- 
trial activity, was reported to be weakening. In scat- 
tered areas, collections on accounts receivable were 
reported slower. 


1Going intoJApril, total consumer debt stood at $19.4 billion, about 
19% above a year ago, but down $723 million from the postwar peak 
at the end of December, 1950. For a discussion of the impact of Reg- 
ulation W on credit sales, see p. 226. 


And the sales resistance at the consumer level had 
backed strongly up the distribution stream. Con- 
certed efforts were being made all along the consumer 
goods line to get a hold on inventory. With excep- 
tions in the case of those materials in acute short sup- 
ply—most steel items, most nonferrous metals, metal 
scrap, sulphur and other heavy chemicals—manufac- 
turers had tightened up sharply on purchasing policy; 
wholesalers did likewise. 

But it’s always hard to slow down rising inventory. 
In 1948, inventories continued to rise for about two 
months after a sharp drop in business sales suggested 
the need for adjustment. And it wasn’t until four 
months after the drop in sales that stocks finally 
turned downward. In March, as anxiety over the size 
of inventories grew, so did inventories by another 
2.6%. And this time about two fifths of the jump re- 
flected increased physical stocks. 

Lack of cooperation on the part of consumers was 
largely responsible for the accumulation at the retail 
level. But some share of responsibility at the manufac- 
turing level should also be allotted to fear of releasing 
labor in the face of an impending shortage, and to the 
unbalanced condition of inventories themselves. This 
latter has made it necessary, thus far, to continue 
acquisition of basic materials in order to produce. 


RATIOS OFF 


While inventory figures for the end of April are 
not available yet, the relationship of output to de- 
mand during the month suggests little or no correc- 
tion. This in spite of the fact that in selected areas 
of the civilian economy output has already been cut 
back. Heavy layoffs appeared in apparel and textile 
industries in April. The television industry cut output 
freely as distributors remained stocked to the rafters 
—and the industry was frank to admit that the cause 
lay in a critical shortage of buyers, not of materials. 

In the automobile industry the situation was less 
clear. Assemblies in April showed a sharp drop from 


March, and continued relatively low in early May- 


The industry has been on a tight steel ration—80% 
of base period (January-June, 1950) consumption for 
April and May, 75% for June. But it seems altogether 
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- possible that the efforts exerted in side-stepping short- 
ages in the first quarter, when sales were moving 
briskly, would have produced a heavier output in 
April and early May if dealers were still pressing for 
delivery. 

Much of the effort that went into maintaining car 
production in the first quarter has apparently now 
been switched to maintaining sales; to mounting an 
attack on Regulation W; and to completing major re- 
design jobs for 1952 models.1 Broad statistical meas- 
ures of the automobile market suggest that total car 
ownership has been restored to its prewar relationship 
to income, although the relatively high average age 
of cars on the road still seems to leave room for pro- 
duction at more than a normal replacement rate. (See 
charts.) 

Thus far the interim adjustment has differed radi- 
cally from what was generally expected in the fall of 
1950. Then analysts were concerned over the disloca- 
tions in civilian production that might arise as con- 
trols diverted basic materials to military output and 
stock piling. But the primary element in the adjust- 
ment up to now has clearly been surplus rather than 
shortage. First-quarter output of civilian goods showed 
little or no evidence of restrictive materials problems; 
output satisfied—and apparently satiated—a_ goods- 
hungry consumer economy with enough left over to 
jam up civilian pipe lines. 


A BLUNT IN DEMAND 


And now that military demand for materials has 
moved into a range where some reduction in the flow 
of civilian goods may be in the offing, the scene is very 
different from what it was last fall. Inventories of 
consumer goods—particularly of durables, which 
should bear the brunt of materials cutbacks—are 
heavy, and the edge is clearly off consumer demand. 
At least for the time being, a reduction in civilian 
output might, by itself, have little direct inflationary 
impact on consumer markets, although its psycho- 
logical impact on the consumer’s buying urge might be 
important. 

Thus contracted demand, as well as price controls, 
have been responsible for the sideways movement of 
the price level. Contracted demand, as well as ma- 
terials controls, are now affecting civilian output. And 
contracted demand. itself is the result of heavy con- 
sumer stocks, as well as of Regulation W. 

This interweaving of the effects of market controls 
with free-market reactions is what makes it so diffi- 
cult to trace even the broader outlines of the business 
picture for the rest of 1951. Uncertainty is particu- 


‘Another element in the automobile picture: frozen prices may 
have cut seriously into margins (witness the Chrysler earnings report 
for the first quarter showing a net profit, before taxes, of $69 per 
vehicle as compared with $170 in the last quarter of 1950). That 
could make some curtailment of output a less serious alternative 
than further expensive substitution, or further expensive processing 
of conversion steel. 


larly acute with regard to the projected flow of con- 
sumer goods as military procurement rises in the 
months ahead. 

Developments in this area may have much to do 
with the inflationary pressures that will bear on the 
price level. And expectations as to the extent of cut- 
backs are already a critical element in day-to-day 
decisions affecting inventories. Yet estimates of the 
state of the consumer markets at the year-end still 
range all the way from glut to acute shortage. 

At least for the time being, there appear to be good 
reasons for swallowing extreme predictions—of either 
saturation or starvation—with the usual salt. 

Take the acute shortage argument first. The in- 


The Automobile Market at a Glance 


If the prewar relationship of registrations to real 
disposable income still stands .. . 
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crease in military expenditures from the first quarter 
of 1951 to the last quarter of 1951 may run to about 
60%, or about $15 billion (in first-quarter, 1951, 
prices). It’s true, too, that now that the armed 
forces are approaching their planned strength of 3.5 
million? the increase in expenditures between now and 
the fourth quarter will be heavily weighted by pro- 
curement of hard goods, and-very little by pay and 
subsistence. It’s also true that while expenditures 


That would bring fourth-quarter defense expenditures to about 
$40 billion, the figure suggested by the rate of advance of expend- 
itures in recent months. Mr. Wilson has announced a goal of $48 
billion for December, which might mean an average rate for the 
fourth quarter of about $45 billion. 

*Figures on the size of the armed forces are no longer released. In 
March they stood at 2.9 million. 


How Close Is It to Saturation? 


But the average age of cars in use is still high, although 
it is well down from the postwar peak... 
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for hard goods are on the rise—as they will still be at 
year-end—the commitment of capacity to military 
output may run well ahead of output itself. 

This means that the rising utilization of capacity 
for military purposes in the last quarter of 1951 may 
have somewhat more of an impact on consumer goods 
—perhaps $3 billion-$4 billion more—than would be 
indicated by the rising rate of spending.! At the same 
time, plant and equipment expenditures of business 
should increase about $3 billion (annual rate) be- 
tween the first and fourth quarters of 1951. 

Casting these up, the additional claim of the military 
effort (including the expansion of productive capacity) 
on output may run in the neighborhood of $20 billion 
(annual rate, in first-quarter, 1951, prices). The in- 
crease would amount to about 6% of total output in 
the first quarter, and about 10% of personal consump- 
tion expenditures. Assuming all the increase were 
to be in goods rather than services, it would represent 
about 15% of personal consumption expenditures for 
durable and nondurable merchandise in the first 
quarter. 


STOCK PILING FOR THE CONSUMER 


But it’s important to note that during the first 
quarter the total drain on output by civilian, busi- 
ness and government sources was considerably less 
than total output. While good figures aren’t available 
yet, it seems probable that during the first quarter 
business inventories were rising at an annual rate of 
perhaps $6 billion (in average first-quarter prices). 
If inventories were only to remain constant in our hy- 
pothetical fourth quarter (and that seems conserva- 
tive; it might be more realistic to assume they would 
be falling) the cutback of total consumption expendi- 
tures need be only about 6%-7% rather than 10%. 
Again assuming that all of the loss would be in goods 
rather than services, the cutback of consumer goods 
need amount to only about 10% rather than 15%. 

A liquidation of $3 billion-$4 billion in inventories 
during the quarter would apparently eliminate the 
necessity for any reduction in consumption expendi- 
tures. And all this assumes no increase in total out- 
put between the first and fourth quarters of 1951. 
With no liquidation of inventory, an advance of less 
than 5% in output would apparently restore the 
consumer to his enviable position of the first quarter. 

Prospective shifts in the distribution of the gross 

1Ag defined here, the lag of expenditures behind the commitment 
of capacity is relatively brief—perhaps not more than about two 
months. It might be called a conversion lag—the time required to 
convert existing facilities from civilian to military output. It is not 
the same as the long lag between procurement obligation and Treas- 
ury expenditures in, for example, the aircraft industry, where the 
capacity itself must first be built, and the lag may consequently run 
to a year or more. The latter has no direct bearing on the amount 
of capacity available for civilian production, although it may play 


an important part in determining the amount of materials and labor 
available. 
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national product thus do not make a strong case for 
any “acute shortage” in the civilian markets in the 
remainder of 1951. At the same time, however, a 
number of factors cast doubt on the happy conclusion 
that consumers won’t even know there is a partial 
mobilization going on—that there may even be a 
“slut” of goods. 

Most important of these qualifications is the fact 
that military demand for materials is not distributed 
in the same way as civilian demand; per dollar spent, 
its consumption of metals is far higher. So, whether 
or not total output is adequate to supply the aggre- 
gate demands of government, business and the con- 
sumer, there will almost certainly be a severe cutback 
in consumer hard goods. 

The dimensions of this cutback are hard to find in 
the absence of a breakdown of planned procurement 
for the fourth quarter. But the projected rate of 
expenditures suggests an increase of about 70% in 
the share of steel output going to direct military needs. 
That would mean a direct military take of perhaps 
25%-30% of total steel output. Together with in- 
creased military demand for aluminum and copper, 
the growth of procurement in the next six months 
could cut the flow of consumer durables by as much 
as 40% below first-quarter levels. 

That would seem to be the outside measure. Sig- 
nificant expansion of basic metals capacity between 
now and the fourth quarter could moderate the size 
of the cutback considerably. And in any event fur- 
ther substitution may shift a part of the cut from 
reduction of quantity to deterioration of quality. 
(It’s worth adding again that even a sharp cutback 
may not mean a serious shortage if present heavy 
inventories of durables continue into the fourth 
quarter.) 


CONSUMER MAY HELP TO PROGRAM 


And so long as the mobilization stays partial, there 
is always the possibility that the severity of impact 
on the consumer sector will itself play a role in deter- 
mining military consumption. In some measure the 
civilian production record of the first quarter indi- 
cates a willingness on the part of the planners of the 
mobilization to compromise where military produc- 
tion schedules would spell really drastic consequences 
for consumer industry. One need only point to the 
progressive relaxation of the end-use ban on alumi- 
num, and the liberalization of controls on materials 
going into housing construction. 

There are other basic objections to the argument 
that goods will be going a-begging in the fourth quar- 


1A more recent illustration: in early May there was considerable 
talk of curbing noncritical plant expansion to prevent a tightening 
of the prospective squeeze on consumer durables in the third and 
fourth quarters. Petroleum Administration for Defense stopped 
approving applications for accelerated amortization of proposed 
refining facilities. 
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ter. The gross-product analysis outlined above as- 
sumes that what was production for inventory in the 
first quarter could be made directly available for con- 
sumer or military use. Actually, much of the accumu- 
lation was in the form of raw materials which would 
require further processing to reach an end-product 
stage. That would mean a higher level of industrial 
production than the first-quarter level of 221 on the 
Federal Reserve index. And the increase of 5% in 
gross product that could restore consumer expendi- 
tures to their first-quarter level would require a fur- 
ther rise in the index—possibly a very sharp rise, 
since most of the increase in defense expenditures 
from here on should come from the manufacturing 
sector.1 The flattening of the index in recent months 
suggests that any big jump between now and the 
fourth quarter may be very difficult to achieve, and 
in any event it would place stiff addititional demands 
on an already strained supply of production workers. 
Failure of the labor supply could mean a spread of 
consumer shortages outside the durable goods sector. 


‘Between the second quarter of 1950 and the first quarter of 1951, 
the rise in pay and subsistence expenditures probably accounted for 
close to 50% of the increase in defense expenditures. From the first 
to the fourth quarter of 1951 they should account for only about 25%. 
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A few final words on the “glut” argument. Aggre- 
gate supply of consumer goods in the fourth quarter 
may not fall far short of the first-quarter figure. But 
barring an extraordinarily sharp rise in individual 
tax rates—much sharper than is now being discussed 
in Congress—disposable income in the fourth quarter 
may well be running far in excess of the $215 billion 
first-quarter rate. 

With prices frozen at first-quarter levels, that 
would mean a substantial increase in real purchasing 
power in the face of a decline in the supply of con- 
sumer goods and services. 


EARMARKS OF SCARCITY 


In spite of the current dullness of the retail markets, 
it is still hard to believe that over the next six months 
the consumer will voluntarily allow his savings rate 
to rise to the prodigious levels that may be required 
to maintain an orderly consumer goods market by 
the fourth quarter. 

Unless the income is taxed away; unless the flow 
of wage income is kept within reasonable bounds; and 
unless the consumer can be convinced of the personal 


and national desirability of saving—the rise in dis- 


posable income and the resulting competition for 
goods could give the consumer sector all the earmarks 
of scarcity. This could happen even though aggre- 
gate supplies continue at satisfactory levels. 

These earmarks—black markets, under-the-table 
buying, upgrading, quality deterioration, dislocation 
of normal distribution, even rationing—may be much 
more extensive if the price level is subjected to any 
considerable rollback. A decrease in prices will raise 
real purchasing power just as much as a proportionate 
increase in consumer income. Paradoxically, a roll- 
back of prices in the consumer sector would thus widen 
the inflationary gap; 7.e., it would increase the excess 
of income over supply. And it is the inflationary gap 
that causes a deterioration of normal market prac- 
tices. 

And a rollback is decidedly not out of the question. 
Since retail price control has taken the form of his- 
torical markup on cost of goods, the manufacturers’ 
pricing order—Ceiling Price Regulation 22—exercises 
a major control on the consumer price level. The 
pre-Korea unit margin over direct costs set as the 
standard by CPR-22 is probably considerably below 


first-quarter margins in a major part? of manufactur- 


1See charts, pages 207 and 210. Part of the rise in unit margins 
shown on page 207 represents inventory profit, which should diminish 
rapidly with the stabilization of prices, and might turn negative with 
rollbacks. Note also that the margins shown are net profit margins; 
data on margins after direct costs are not available. (For most indus- 
tries they probably rose less rapidly than net profit margins.) Per- 
centage rises in net profit margins from the second to the fourth 
quarter of 1950 were of this order: food, 13%; textiles and apparel, 
66%; lumber and wood, 30%; furniture and fixtures, 52%; paper and 
products, 68%; chemicals and products, 32%; automobiles, -1%; 
other transportation equipment, 41%; petroleum and coal, 40%; 
machinery, 40%; primary and fabricated metals, 38%. 
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ing. In certain consumer industries rollbacks based 
on CPR-22 formulas could reach serious proportions 
before the Johnston earnings test would provide any 
measure of relief. Apart from its effect on corporate 
profits, a literal and strictly enforced application of 
CPR-22, resulting in price rollbacks in the face of 
rising consumer income, could contribute to a major 
disturbance of consumer markets in the fourth 
quarter. 
ALBERT T. SOMMERS 


Division of Business Economics 


1The test requires that before an industry can qualify for adjust- 
ment of selling prices computed under a price regulation, it must 
show that its price ceiling acts to reduce its net profits (before taxes) 
to 15% below its average profits in the best three of the four years 
1946-1949. On an after-tax basis, it would have to show profits 
running about 27% below the 1946-1949 period. 
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General 


The Federal Reserve Board’s sixth Annual Survey of 
Consumer Finances (selected preliminary results, Federal 
Reserve Bulletin, April) —“In early 1951 at least seven in 
every ten consumers thought the prices of the things they 
buy would rise during the year while only four in ten ex- 
pected their money incomes to rise. . . . Consumer plans 
to buy houses during the coming year—newly constructed 
and existing houses combined—were nearly as extensive as 
plans and actual purchases in the record year 1950. . . . The 
proportion intending to buy new houses was smaller than 
last year. . . . Fewer consumers were planning to buy at 
least one major durable good (automobile, television set, 
furniture, etc.) at the beginning of 1951 than a year earlier. 
The decline was largely concentrated in plans to buy new 
and used automobiles. . . . Half the consumers who had 
plans for funds received from savings bonds maturing in 
1951 and 1952 intended to reinvest directly in savings 
bonds, and another fourth intended to acquire some simi- 
larly noninflationary investment. . . . To the extent that 
consumers may have been unduly doubtful concerning the 
availability of goods and their own financial prospects at 
the beginning of the year, it is possible that purchases 
later in the year may be larger than is indicated by buying 
plans.” 


President Harry S. Truman (Message to Congress, April 
26)—“The major impact of the military buildup on our 
economy is still to come. Our planned expansion of defense 
production will not reach its peak for at least a year—and the 
inflationary pressures brought on by the defense effort, 
likewise, have not reached their peak.” 


Bervard Nichols, professor, University of Pittsburgh (in 
an address to the Pennsylvania Bankers Association, April 
27) —“From the point of view of dollar volume, the outlook 
for business through 1951—perhaps even longer—is favor- 
able. . . . Personal income will be higher in 1951 than in 
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1950, and there is almost sure to be a further increase in 
1952. . . . Total retail purchases in 1951 should exceed 
those in 1950 at least by 5% and it may be 10% greater. 

. . Farm income . . . is expected to be higher in 1951 
than in 1950 and may reach a new high record. . . . Cor- 
porate dividends are likely to be smaller in 1951 than in 
1950. . . . Construction costs may rise a little more in 
1951. . . . Apparently a seller’s market in most lines will 
continue through the rest of 1951 and probably into early 
1952. . . . Ample credit will be available for all business 
needs this year and interest rates will probably remain low, 
although they may harden as the year advances. 
Average wholesale prices will probably move upward, al- 
though the rate of increase will slow down appreciably. 
Likewise, the cost of living will go higher. . . . There may 
be need for slightly more coal in 1951 than in 1950. Rail- 
roads can expect a good year. . . . The outlook is better 
for soft goods in 1951 and 1952 than for hard goods.” 

Harold G. Moulton, president, The Brookings Institution 
(in an address before the American Society of Mechanical 
Engineers, April 19) —‘“There is some ground for hope that 
we have already seen the worst of the current inflationary 
movement which began last June. . . . The surest gauge to 
the trend of prices in the months ahead is the index of 
agricultural production.” 


Business Sales 


Department of Commerce (Survey of Current Business, 
April) —“Most firms were expecting sales in 1951 moder- 
ately above the rates prevailing in the fourth quarter of 
last year. Since total business sales increased appreciably 
from the fourth quarter of last year to the early months 
of 1951, anticipated total sales for the year 1951 would 
appear to be at essentially current rates. Manufacturers 
appeared to be thinking in terms of a somewhat more than 
11% increase in sales from 1950. This would imply a small 
increase above the seasonally adjusted rate in the fourth 
quarter of 1950. Among manufacturing industries, the 
largest sales gains from 1950 are expected by producers of 
machinery, nonferrous metals and transportation equip- 
ment other than autos. . . Retailers expect their 1951 
sales volume to increase about 10% from last year and only 
slightly less from the fourth quarter of 1950. The electric 
and gas utilities estimate their 1951 revenues to be about 8% 
above 1950 or about 5% higher than current sales. Sales 
expectations for this year were 8% higher than 1950 in 
mining and 13% larger in the nonrail transportation group.” 

This summary is based upon reports, covering a repre- 
sentative cross section of large, intermediate and small con- 
cerns, submitted between mid-February and mid-March 
to the Office of Business Economics and the Securities and 
Exchange Commission. 


Gross National Product and Prices 


Sumner H. Slichter, professor, Harvard University (in an 
address before the United States Brewers Foundation, May 
8)—“‘About a year from now the expenditures for defense 
and foreign military aid by the United States will be run- 
ning fairly close to their peak. . . . The proportion of the 
gross national product devoted to defense and foreign aid 
will also continue to rise for about another year. In the 
present quarter, this proportion is around 10%; in the 


second quarter of 1952, it will probably be about 16% 2 “ene 
Since much of the slack in the economy has already been 
taken up, one must not expect a rapid further expansion of 
the gross national product. . . . The combined result of 
more people at work, a longer work week, and more output 
per hour would be a gain in gross rational product of about 
$25 billion a year in terms of present prices. In the course 
of the next six months, this would mean a rise of about 
$12 billion in the annual rate of output. . . . The outlook 
is for a somewhat smaller supply of consumer goods. The 
supplies of nondurable goods will not be reduced. . . . but 
. . . durable consumer goods will have to drop. Hence a 
small decline in the standard of living of the country for 
the rest of the year seems inevitable. 

“Sometime early in 1952, the situation is likely to change. 
The increase in the annual rate of expenditures on defense 
and foreign aid between the first quarter of 1952 and the 
second quarter will probably not be more than around $3 
billion or $4 billion as an annual rate. The gross national 
product, however, will probably be increasing at an annual 
rate of about $6 billion every quarter. In other words, 
some time early in 1952 the increase in total output will 
begin to outrun the increase in the consumption of goods 
for defense and foreign military aid. Hence, the level of 
consumption . . . will resume its rise. . . . The problem of 
limiting the rise in prices will be an acute one for at least 
a year and a half and . . . it is likely to be particularly dif- 
ficult in the closing months of 1951. Sometime early in 1952, 
when the increase in the Gross National Product begins to 
outrun the increase in defense expenditures, the problem of 
limiting the rise in prices will become less difficult, but it 
will remain a tough problem throughout all of the year 1952.” 


Apparel 


Jerome I. Udell, president, Gramercy Park Clothes 
(Open letter, May 7)—‘“There will be few if any serious 
clothing shortages in 1951. . . . We can look for a return to 
the normal relationship of apparel purchases to spendable 
income. Men’s clothing prices for fall, 1951, are 
bound to average 10% higher as a result of increased costs.” 


Food 


Bureau of Agricultural Economics (Livestock and Meat 
Situation, released May 5)—‘Meat production during the 
rest of 1951 is expected to exceed last year by a greater 
margin than the small gain realized in the first quarter. 
Considerably more pork, slightly more beef, but less veal, 
lamb and mutton than last year are in prospect for months 
ahead. Meat consumption per persor for the entire year 


may be two to three pounds larger than the 145 pounds 
in 1950.” 


National Income 


Eric Johnston, administrator, Economic Stabilization 
Agency (in an address to the United States Chamber of 
Commerce, May 2)—‘“By Christmastime our defense pro- 
duction will be really rolling. It will be augmenting the na- 
tional purchasing power on a lavish scale. By the first 
quarter of next year, the rate of national income will be 
$37.5 billion more than in the first quarter of this year. 
That 12% increase is a tremendous inflationary force.” 
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WHERE WAR CONTRACTS ARE GOING 


These are the highlights of the accompanying 
table—which is the first official summary that has 


been released showing the geographic distribution of 
war contracts: 


* California and New York received about $114 billion 
each in prime war contracts. Together, they account 
for over a third of the $8.9 billion awarded in the seven 
months following Korea. 

® Michigan, Ohio and Connecticut, next in rank, hold 
contracts valued at little over a half-billion dollars each. 

* These five states were allocated fully 55% of all 
military prime contracts let in the period July, 1950 
through January, 1951. 


* Indiana was the only other state to receive as much 
as 5% of the total. 


These data are the sum of awards for aircraft, ships, 
tanks, weapons, ammunitions and other equipment, 
clothing, subsistence, military construction and facili- 
ties expansion, including the value of “classified” or 
confidential contracts. 


But the significance of this information is obscure 
because it does not show where the work is or will be 
done. These data refer to prime contracts. Much of 
the actual production will be subcontracted, and it 
may be conjectured that many of the subcontractors 
will be located in states other than that of the prime 
contractor. Consequently there may be a flow of sub- 
contract work into and out of any individual state. 
If this give-and-take were considered, state allocations 
might vary considerably from that shown here. 


For Army and Navy contracts with manufacturers, 
the data in most cases probably reflect the location 
of the plant where the product will be assembled 
rather than where the parts are made, according to 
the Munitions Board. But for contracts with con- 
struction, service or distribution firms, the location 
is more likely to be the address of the contractor’s 
main office. Data for air-force contracts also gener- 
ally reflect the main plant address of the company. 
Thus, no account is taken of work done in a company’s 

. branch plants which may be out of the state. 


Because of the exclusion of small awards, contracts 
for petroleum and certain Army contracts for which 
state data are not yet available, the $8.9-billion all- 
state total represents less than 85% of all contracts 
recorded by the Munitions Board during the July, 
'1950-January, 1951, period. The $8.9-billion figure 
is also substantially below the total obligations re- 
ported by the Department of Defense because of dif- 
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ferences in coverage, a lag in reporting contracts to 
the Munitions Board, and similar factors—G. D. 


VALUE OF MILITARY PRIME CONTRACT AWARDS? 
CUMULATIVE, JULY 1, 1950-JANUARY 31, 1951 


Dollar Figures in Thousands 


Total 
State Zale RSME MGT aad Army Navy Air Force 
of 
Amount re 

TOTAT oa. $8,927,407\100.0 |$3,249,009|$2,489,133|$3,189,265 
Alabama........ 37,364 A 27,795 95560) “feos 
AriVz0ne sss 9,434 zl! 3,856 5,556 22 
Arkansas........ 5,574 Ait 4,941 6331 Ser. 
California....... 1,618,985| 18.1 399,884) 535,954) 683,147 
Colorado........ 24,341 3 19,449 4,251 641 
Connecticut..... 538,107; 6.0 56,684) 421,771 59,652 
Delaware........ 4,601 sal 2,995 1,029 577 
Dist. of Columbia 89,825| 1.0 58,991 20,477 10,357 
Bloridam. semen 15,915 ay 7,644 7,667 604 
Georgia sn. 5so- 37,537 4 24,621 9,055 3,861 
Idaho. = ese. 4,154 a 4,112 42) Pee Se 
Nlivtoiss. eee 357,136} 4.0 278,577 46,589 31,970 
Indiana. ?)...22.. 486,719) 5.5 80,828 22,977| 382,914 
Lowa; See 56,114 6 45,047 8,290 2,777 
Karnasaso a 38 Ae 174,414) 1.9 26,510 9,543) 138,361 
Kentucky....... 14,124 2 8,811 3,637 1,676 
Louisiana........ 31,100 a 17,911 12,920 269 
Maine 33:25 2%.2 19,172) 2 10,917 9:265|) eee 
Maryland....... 216,973] 2.4 38,033 75,121 103,819 
Massachusetts. . . 274,115} 3.1 94,768 67,434) 111,913 
Michigan........ 686,211} 7.7 422,897 59,561) 203,753 
Minnesota....... 125,512) 1.4 51,747 39,228 34,537 
Mississippi...... 16,186 Bie 15,510 676 | eran 
Missouri........ 209,560} 2.3 69,040} 104,353 36,167 
Montana........ 1,632) a E632 100 see eee 
Nebraska........ 23,832 aH) 22,084 725 1,023 
Nevada......... 731 a W31) woes. ee le ae 
New Hampshire. 17,367 2 6,360 10,983 24 
New Jersey...... 406,783) | 4.6 116,815 86,487} 203,481 
New Mexico..... 11,026 Ah 10,843 168 15 
New York....... 1,452,691} 16.3 359,622) 561,002) 532,067 
North Carolina 90,722) 1.0 54,897 12,322 23,503 
North Dakota. 1,153 a Ugh epee 22 
Ohios.. so 4.ae ce 582,406) 6.5 285,642 64,322) 232,442 
Oklahoma....... 39,533 4 36,341 2,823 369 
Oregon yi ees soa: 60,797 af 55,169 5,553 75 
Pennsylvania....| 326,585) 3.7 153,032} 127,362 46,191 
Rhode Island... . 42,968 .5 34,146 7,645 ibibee? 
South Carolina. . 16,423 2 9,584 6,781 58 
South Dakota... 1,283 a 1,093), Se oe 190 
Tennessee....... 34,530 A 29,735 4,679 116 
LGKABE eae tents 141,319} 1.6 48,720 44,251 48,348 
Dati ac. eae 5,798 I 5,249 549 | ie ese 
Vermont........ 4,701 sat 2,003 2,625 73 
Mirginiast4cc se 55,874 .6 18,722 37,009 143 
Washington..... 343,198] 3.8 83,223 24,066} 235,909 
West Virginia.... 7,421 wl 4,836 1,912 673 
Wisconsin....... 205,185) 2.3 135,617 13,239 56,329 


Wyoming........ 276| a 214 42 20 
Excludes: all contracts under $5,000 for Army and Navy and under $10,000 for 


Air Force; petroleum contracts awarded by the Armed Services Petroleum Purchasing 


Agency; contracts and purchases of oyerseas installations; open-end or indefinite 
quantity contracts; project orders to military establishments; and an undetermined 
amount of obligations for procurement which have not reached the stage of a contract~- 
ual instrument agreed to by management and the military procuring service; and 
certain Army contracts for which state data are not yet available. 

aLess than 0.05%. 


Source: Munitions Board. a 


REGIONAL CHANGES IN DECADE GREAT 


Source: Bureau of the Census 


1950, IN MILLIONS PER CENT CHANGE, 1940 - 1950 
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NORTHEAST 
The regions had about the same proportion of population in the labor market in 1950. Since 1940, 
however, the fastest increases in the labor force occurred in the West 


194 1950 


Unemployment in 1950 was at about its "frictional" minimum in the North Central and South regions, 


slightly more in the Northeast and largest in the West. Ten years earlier the Northeast had the 
largest percentage unemployed 
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OFFICE AND FACTORY JOBS GAIN IN IMPORTANCE 
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LABORERS 


Relatively fewer persons in each region were farmers, laborers or service 
PROPRIETORS, NONFARM (EXC. FARM & MINE) 


workers in 1950 than in 1940 
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and "'clerical . . . 


craftsmen . . 


"craftsmen" group includes many with skills essential to defense 
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All regions gained in proportion of "professional 
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INDUSTRY GOES WEST 


CIVILIAN EMPLOYMENT BY INDUSTRY 
PER CENT CHANGE, 1940-1950: 
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CONSTRUCTION 


MANUFACTURING 


DURABLE GOODS 
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NONOURABLE GOODS 


TRANSPORTATION, 
COMMUNICATION, AND 
OTHER PUBLIC UTILITIES 


DECREAS. INCREASE 


aga —<— 
XX 


WHOLESALE AND RETAIL 
TRADE 


SERVICE INDUSTRIES AGRICULTURE 


ALL OTHER INDUSTRIES 


The West took giant strides in adding to its industrial employment. But the biggest absolute addi- 
tions occurred in North Central, which had 3.4 million more workers in 1950 than in 1940. Two areas 
had fewer engaged in mining; all areas had fewer in agriculture 
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THREE REGIONS SHOW UNIFORM SPREAD OF INCOMES 


ANNUAL INCOME OF URBAN AND RURAL NONFARM FAMILIES, 1949 
PER CENT OF FAMILIES IN REGION 
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Except for the South, the distribution of money income of nonfarm families varied little from one 
region to another. (The national average was $3,245.) The median income in the South was about 25% 
lower than in the other regions. (The South has a large nonwhite population with a median income 
only about half of that of all nonfarm southern families. It has also a predominantly farm character.) 
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Survey of Business Opinion 


INDUSTRY TO CONTINUE IN HIGH GEAR 


volume of defense business will enable industry 

to remain in high gear for the balance of the 
year. Such is the opinion of most of the 142 manufac- 
turing companies reporting to the Board in this 
month’s survey. Seven out of ten are operating at or 
near capacity. Generally higher inventories are 
deemed necessary to support this rate of activity. 
Diminishing civilian output is expected as accelerating 
defense orders receive priority and material supplies 
tighten. 

Slowdowns which are reported in some industries 
are not expected to last. Recent anticipatory buying 
that resulted in overstocked and overcommitted con- 
ditions at both the wholesale and retail levels has 
affected the operations of some companies, notably 
in the nonmetal industries. These companies are now 
experiencing reduced orders, and report higher in- 
ventories. However, these are conditions that are 
expected to be corrected shortly, thanks to seemingly 
assured high activity in the heavy goods industries 
and to expectations of accelerating expenditures for 
defense. 


Soren unfilled orders and a growing 


MILITARY PRODUCTION 


Developments in connection with the rearmament 
program are expected to play an important part in 
determining the course of business in the months 
ahead. If the program moves forward aggressively, 
most manufacturing executives feel a continued high 
level of operations is assured. Otherwise, produc- 
tion slowdowns in many lines may result. This view- 
point is summed up by one executive as follows: 


“Tf the defense program continues on the basis of the 
program set up at Washington then our business and our 
industry, subject to the possibility of some shortage of 
raw materials, will be able to operate pretty well at full 
capacity as long as a defense program continues. But if 
the fellows in Washington should change signals and 

_ start to trim off the published program, psychologically 
and physically, we feel there would be an immediate re- 
duction in demand for materials produced by our in- 
dustry.” 


Nine out of ten of the participating companies are 
currently devoting some portion of output to military 
orders. With a third of these, defense orders are still 
small, averaging less than 5%. In half of the com- 
panies, government business ranges from 5% to 30% 


of total operations. With the remainder it represents 
in excess of 30% of output, and as high as 90% in a 
few instances. Of course there are some industries, 
such as machine tools and building materials, which 
continue to make the same products. But a substan- 
tial portion of their production is used by essential 
industries. Companies devoting 20% or more of 
present production to defense work are found in all 
industries except the chemical, food, paper and prod- 
ucts, and rubber industries. Virtually all of these ex- 
pect increases before the year end—substantially so 
in many instances. 

Events show that when cooperating in THE CONFER- 
ENCE Boarp’s December, 1950, outlook survey, many 
companies underestimated the amount of military 
business they expected to receive. Generally expec- 
ations were only slightly underestimated, but in 
some cases actual government business was substan- 
tially more than expected during the first six months 
of 1951. For example, one company in December, 
1950, expected to be devoting 10% of total oper- 
ations to the military during the first half of 1951. 
Today, they represent 50% of output. An industrial 
machinery company anticipated 5% as against present 
actual operations of 65%. 


ORDERS ON HAND 


Orders on hand for 90% of the companies are higher 
than at this time last year—substantially so in an 
overwhelming majority of cases. For example, a 
machine-tool company is booked ahead 120 weeks 
compared with only twenty weeks in 1950, and a hard- 
ware company reports its present backlog as being 
four times 1950 bookings. Still higher backlogs would 
be reported if it were not for the practice of some com- 
panies to limit bookings to a reasonable delivery 
schedule. Others operate on voluntary allotment 
programs. 

Companies not enjoying higher backlogs are found 
in the electrical appliances and supplies, industrial 
machinery (general), apparel, chemical, rubber and 
textile industries. Lower orders are general in the 
rubber companies. Their civilian business has been 
curtailed by government restrictions. In addition, one 
company in the industry notes a marked decrease in 
demand over the past sixty days. In other industries 
a few companies note a moderate decline in orders dur- 
ing recent weeks. In the textile industry, some com- 
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panies report a tendency for customers to lessen pur- 
chase commitments wherever possible. This easing is 
attributed in part to the fear of price rollbacks and 
to inventory liquidations. 


INVENTORIES 


Inventories on hand are higher than a year ago in 
50% of the companies. However, industry in general 
would appear to have no serious inventory problem 
judged by the tenor of the letters. For the most part, 
increases are of moderate proportions or in line with 
the increase in volume of business. Some companies 
in the nonmetals industries, however, do report ex- 
cess inventories. 

Inventory problems in some of these industries ex- 
tend throughout dealer and consumer levels. Supply 
of products in the “pipe lines” is reported as full or 
substantially higher in 5% of the companies. This 
condition is more prevalent in the apparel, leather, 
electrical appliances and supplies, textile, and air- 
conditioning equipment industries. The situation is 
particularly bad in the textile industry. In other 
industries the situation is precarious. For example an 
air-conditioning equipment company states: 


““There is no doubt but that the pipe lines are full, 
as far as the supply of our products in civilian hands 


Industry 


Following are brief summaries of the general out- 
look for some of the industries covered by this 
month’s survey. They represent a synthesis of the 
trends and opinions of some of the 142 cooperating 
companies and may not necessarily be typical of the 
trends for the entire industry. Detailed comments, 
in the form of excerpts from letters received, appear 
on pages 235 to 244. 


Air-conditioning Equipment 


Operations of the three cooperating air-conditioning com- 
panies are at capacity levels and orders on hand substantial. 
Defense work in one company is presently “very little” of 
over-all operations, with the expectation that it will in- 
crease to 50% to 75% by the year’s end. In the two other 
companies, 10% and 50%, respectively, of output are devoted 
to defense work, with increases anticipated for the remainder 
of the year. Two companies have met civilian demands 
by some lengthening of delivery schedules. One company 
has not been able to satisfy all nondefense orders and has 
placed its dealers on an allocation basis. Lack of sufficient 
raw materials has been the limiting factor. If this situation 
worsens, as is expected, nonmilitary business may be cut 
back sharply. 

Each of the companies reports inventories relative to sales 
to be greater this year than last—a 15% increase in one 
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is concerned. Consequently, any ,appreciable drop in 
demand by the ultimate users could result in an imme- 
diate and sharp drop in ordering by those whom we 
supply.” 


In the paper and paper-products industry, anticipa- 

tion of requirements has led to an excessive supply 
of letterheads and business forms at the consumer 
level. 


CUTBACKS IN CIVILIAN PRODUCTION 


High-capacity operations and material shortages 
have made it necessary for two fifths of the companies 
to cut back civilian production. These reductions in 
the fulfilment of commercial business ranging from 
10% to 75% are noted in the air-conditioning equip- 
ment, automobiles and equipment, electrical appli- 
ances and supplies, foundry, hardware, heating and 
plumbing, machine tools, nonferrous metals, office 
equipment, steel, miscellaneous metals, paper and 
paper products and rubber industries. 

Lack of capacity and increasing raw-material short- 
ages will make industry less able to take care of both 
military requirements and civilian needs as the year 
progresses. However, any appreciable slackening in 
the defense program would, if it occurred, permit the 
satisfying of all or most civilian requirements. 


Summaries 


instance and in another the figure is 25% as compared to 
19% at the same time in 1950. Pipe lines are full for most 
products. 


Automobiles and Equipment 


Direct military business of the nine cooperating auto- 
mobile and equipment companies is: “small,” 2%, 5%, 5%, 
10% to 12%, 15%, 15%, 20%, and 40%. All except 
increases in this type of business before the year’s end, one 
company estimating that 80% of output will be committed 
to government work. One company has “found it very 
difficult to obtain military contracts for the reasons that 
prices are very competitive and not many orders are avail- 
able.” Inability to obtain sufficient raw materials and lack 
of production facilities have prevented three companies 
from filling all nondefense orders. The other six have been 
able to satisfy all civilian demands. Most of the companies 
expect sharp cutbacks in nonmilitary business over the 
next few months owing to a further reduction in steel 
deliveries. 

Orders on hand are higher than last year for all the 
companies, and substantially so in many cases. Inventories 
are either moderately above or below last year’s levels with 
one exception. In this case, “inventories are substantially 
below what they were last June,” and the company is “work- 
ing on a hand-to-mouth basis.” Compared with last year 
the supply of products in the pipe lines is “fuller” for one 
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company. All companies are operating at or near capacity 
—one at 133% as compared with 125% a year ago. 


Electric Appliances and Supplies 


For six of the seven reporting companies, present defense 
work estimates in relation to total operations are: negligible, 
5%, 15%, 20%, 30%, 50%. Two of the seven companies 
found it necessary to cut back nonmilitary business 25% 
to 30% owing to lack of materials. These companies expect 
larger cutbacks in the next few months. Five have thus far 
been able to satisfy all nondefense business, although on a 
slightly delayed basis. Several of these companies antici- 
pate curtailments in civilian orders owing to lack of ma- 
terials. One company’s production exceeds sales. Three to 
four months hence, this company—a radio and television 
manufacturer—feels “that materials limitations will cut 
production considerably under sales potentials.” 


Orders on hand in six companies are substantial, repre- 
senting increases of 200% and 300% in three instances. 
One company reports present orders to be less than at this 
time last year. Inventories are exactly one half of last 
year’s figures in two companies. One has substantially more 
inventory than last year. Supply of products in the pipe 
lines was described by five companies as: “one half a year 
ago,’ “full,” “same,” “up,” “more.” Present level of ca- 
pacity is 100% for three companies, which represents an 
increase from last year’s level of 60% for one company. 
Two are operating at 75% of capacity, one at an 85% rate. 


Electrical Machinery 


One company in this industry reports that it is booked 
for seven to eight months compared with only seven to 
eight weeks a year ago. It also has certain tentative pro- 
grams which would give it a year’s backlog. Direct mili- 
tary orders represent approximately 30% of total production. 
Present inventories would give the company about a seven- 
times turnover whereas last year inventories represented a 
six-times turnover. Since the company’s production goes 
to heavy industries only a very minor amount is and would 
be in the pipe lines. In the last three months, production 
has increased to the extent that operations are now three 
times the level prevailing a year ago. 

Orders on hand of a second company represent sixteen 
weeks of capacity operations compared with seven weeks 
a year ago. Approximately 8% of current output is for 
direct or indirect military use. All nondefense orders have 
been filled, though not on schedule due to lack of critical 
materials. Since the company feels that critical materials 
will become increasingly short in supply, they do not expect 
to be able to fill all nondefense orders now on hand. Inven- 
tories are 24% lower than a year ago. (Operations are cur- 
rently 78% of capacity reduced from 95% a year ago.) 


Hardware 


Of four hardware companies, two are currently operating 
at or above capacity; one at 107% and another at 100%, 
compared with 80% a year ago. Two are operating below 
capacity; one at 90%, which contrasts with the 50% level 
prevailing at this time in 1950. Defense production pres- 
ently represents approximately 5% of output for two 
companies. Both are just starting on military contracts. 


One is in the tooling-up stage and expects that before the 
year’s end such output will be about 30% to 40% of its 
total. The other has just started production on government 
contracts and expects this type of business to increase 
until July when it will be maintained at a level of 60% of 
total operations. ; 
Another company is devoting practically none of its cur- 
rent output to military use. A good-sized military order is 
expected between now and January. The fourth company 
estimates that a large percentage of its production is for 
rated orders. It anticipates that the impact of govern- 
ment controls on its distribution will become more severe 
during the remainder of 1951. Thus far military orders have 
necessitated an average cutback of 40% in nondefense busi- 
ness for this company. It expects the situation to worsen 
over the balance of the year. Each of the other three com- 
panies has been able to make all deliveries, except in one 
instance where a small proportion required aluminum. 


One of these companies anticipates some cutbacks in 
the months to come. Another does not expect the situation 
to change materially. But the third expects the nonmilitary 
business to fall off later in the year. 


One company accepts orders for scheduling only ninety 
days ahead. Each of the other companies has substantially 
more backlog than at the same time last year—double in 
one instance, four times in another and four and one-half 
times in the third. 


Heating and Plumbing 


Hampered by lack of materials, none of the five cooper- 
ating heating and plumbing companies is able to achieve 
capacity operations. Two are operating at an 80% level. 
One is presently up to 90% of capacity. And the other two 
are operating at 60% and 75%. Defense work estimates in 
relation to total operations are: negligible (two companies) , 
5% to 10%, 20%, 50%. Three contemplate no appre- 
ciable change in this picture over coming months. One ex- 
pects its output to double before the end of the year— 
from 20% to 40%. Another anticipates an increase in its 
present 50% rate. Lack of materials has forced a cutback 
in nondefense business in three companies. One expects a 
further cutback in coming months—from 10% to 20%. 
The other two expect the government to allocate enough 
materials to increase production sufficiently to satisfy all 
customers. Of the two companies that were able to fulfil 
all nondefense orders, one anticipates no material change in 
the picture, while the other contemplates a cutback in 
civilian business owing to a greater percentage of produc- 
tion being devoted to the defense effort. 


Backlogs are substantial for all companies. Orders on 


_hand now as compared with the same period in 1950 are: 


82 weeks vs. 35 weeks; 16 weeks vs. 6 weeks; 200% greater; 
50% greater; 7 months vs. 3 months. 


Industrial Machinery—General 


All the eight cooperating companies have substantial back- 
logs ranging from twenty weeks to nine months of capacity 
operations. Present bookings represent sizable increases 
over last year, with one company reporting orders on hand 
for nine months of capacity operations compared with only 
three weeks at the same time in 1950. 
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Inventories are greater than a year ago in two companies 
—by 30% and 73%. One company reports a decrease from 
25% to 17%. Two report inventories on hand to be 20% 
and 25%, respectively, of sales. 

Operations for virtually all the companies are at or near 
capacity. One is operating at 80%, which is exactly double 
the level prevailing at this time last year. 

Production for military purposes in five companies is: 
“virtually none,” 10%, 10%, 50%, and 65%. All except 
one expect increases in this type of business before the 
year’s end. Of the three companies not devoting any part 
of current production to direct military use, one anticipates 
that 5% of its output will be utilized for defense purposes 
by the end of 1951. The two others contemplate continuing 
as suppliers of essential industries. 


Although material shortages have hampered the industry, 
all but one of the companies have been able to fill all orders 
with some lengthening in delivery promises. More diffi- 
culty is anticipated in securing some types of steel in coming 
months. However, with the aid of CMP and DO ratings, the 
industry hopes to surmount shortages. One company has 
found it necessary to cut back nonmilitary business by 10% 
and does not expect any material change in this situation 
before the end of 1951. 


Industrial Machinery—Special 


Six of the seven companies in this industry report oper- 
ations at, or close to, capacity. One, presently operating 
at 60% of capacity, states that they could go to 100% if 
labor were available. All have extensive backlogs, with one 
company being booked ahead for fifty-nine weeks. Govern- 
ment business is 5% or under for five companies; for two 
companies it is 10% to 15%, and 40% of total output. All 
except one company expect increases in defense production 
over the coming months. Government contracts of this 
one company will be completed by the end of the third 
quarter. Although it expects some additional contracts, it 
“guesses” that at the close of the year about one fourth of 
output will be for military use as opposed to 40% presently. 
Three companies have been unable to fill all nondefense 
orders. Two have been prevented from doing so by the 
size of their backlog. Both anticipate further cutbacks be- 
cause of material restrictions. The third is on an allocation 
basis and expects no change in this situation by the end 
of 1951. Of the four companies able to satisfy civilian de- 


mand, two expect the lack of materials may require some . 


cutbacks in the months ahead. 


Instruments and Controls 


One company in this industry is devoting approximately 
15% of current output to strictly military use. A consider- 
ably higher proportion of production goes into military 
end uses. The company has been able to satisfy all non- 
defense orders and expects to continue to do so. Its backlog 
is roughly twice what it was a year ago. Supply of its 
products in the pipe lines is “no doubt higher” than a year 
ago. Like this time last year, operations are at capacity. 

In a second company a declining trend in certain of its 
products has more than been made up by substantial de- 
fense orders. Such work now accounts for 50% of pro- 
duction, with nearer to 75% of its backlog devoted to this 
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type of business. Commercial business is handled from 
stock and is not reflected in the backlog picture, while de- 
fense contracts may extend over a period of a year. The 
company anticipates an increase in defense orders over the 
balance of the year. All nondefense orders have been filled 
although some delays were encountered due to inability to 
obtain prompt deliveries of materials. Some substitute ma- 
terials were also used. The company expects to continue 
to satisfy all customers. A year ago backlog was on a cur- 
rent basis representing approximately one month’s ship- 
ment. The company is booked eight months ahead. 


Machine Tools 


Compared with 1950, when some companies had very 
little or no backlog, the seven cooperating companies are 
booked ahead for many months of capacity operations— 
well over a year in some instances. Production for military 
use in six companies is: 25%, 40%, 50%, 70%, 80% to 
85%, and 90%. One company finds it impossible to dis- 
tinguish between defense and nondefense orders, since the 
same product is manufactured for both peace and war. All 
expect a much greater percentage of output will be devoted 
to military purposes as the year progresses; some anticipate 
that their entire production will be for government use. 
None of the companies has been able to fill all nondefense 
orders and little change in this situation is seen over the 
balance of the year. One, however, believes that NPA 
Order M-41 may permit it to schedule some nonrated 
business by the end of the year. 


The industry is handicapped in obtaining materials and 
adequate labor. One company states: “We are severely 
handicapped in procuring materials; this is especially true 
of steel, electrical equipment, and ball and roller bearings. 
We are operating at full capacity, working overtime in all 
departments, two shifts, and putting on as many new em- 
ployees as we possibly can get. There is a terrible dearth 
of skilled mechanics in this territory.” 

Most companies agree that the outlook for the industry 
is “top-side” for the next one and a half to two years. Some 
concern is expressed, however, over the effects on profits 
of price rollbacks, renegotiation and taxes. 


Nonferrous Metals 


Operations are at, or near, capacity levels for the three 
reporting companies. Orders on hand have increased over 
the comparable period in 1950 and are equivalent to twelve 
weeks of capacity operations in one instance. Inventories 
are lower than they were last year, for one company, and 
are “currently at a practicable minimum.” The two other 
companies report inventories in relation to sales to be: 30% 
and 217%. Products in pipe lines are estimated at one 
half the volume of last year by one company. Another be- 
lieves “inventories of nickel-containing materials in the 
hands of consumers are greater than a year ago.” 


Present direct defense work and expectancies over the bal- 
ance of the year are: 75%, with a continuing high level 
geared directly to developments in Korea; 60%, with no 
change anticipated; and 17%, with 50% by the end of the 
second quarter and a rise to 70% in the third quarter. 

Shortages of raw materials forced one company to cut 
back nonmilitary business about 15% from the 80% per- 
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mitted by NPA. It expects nondefense business will be 
gradually forced downward over the balance of the year. 
Another has been able to fill all civilian demands and expects 
no great change in this situation. Nondefense consumption 
of the third company has been restricted by controls. 


Office Equipment 


Operations of the seven cooperating companies are at or 
above capacity levels. Orders on hand are substantial, 
ranging from five weeks to two months of capacity oper- 
ations. One company reports that its backlog of twelve 
weeks “could be greater had we not controlled it.” Book- 
ings are arbitrarily limited to a four-month period. 


Defense work is currently “very small” in three companies. 
Each is in the tooling-up stage or expects to start deliveries 
shortly on defense contracts. Consequently, the ratios 
of defense to nondefense production will change significantly 
by the end of 1951 and to an even greater extent in 1952. 
Two companies are presently devoting approximately 25% 
of output to the military. One expects this to double before 
the year’s end and the other anticipates no change. In the 
remaining two companies, defense work is equivalent to 
5% and 30% of total operations, with increases to 10% or 
15%, and 50%, respectively, expected. 


Only one company has been able to satisfy all nondefense 
customers. Unless there are further restrictions, they will 
not be forced to cut back nonmilitary business. Excess de- 
mand, government restrictions and materials shortages pre- 
vented the other six from meeting all its commercial de- 
mands. All expect the situation to worsen, with cutbacks 
in nonmilitary business of 20% to 50% anticipated in a 
few instances. In two companies, inventories on hand as a 
percentage of sales are approximately one half of the levels 
prevailing at this time last year. The other five companies 
report inventories as lower or the same as last year. 


Railroad Equipment 


Three companies report substantial orders on hand which 
show sharp increases over 1950 levels. One has a backlog of 
thirty-five weeks of. capacity operations compared with 
eight weeks last year. Another is booked ahead thirty 
weeks contrasted with thirteen weeks in the comparable 
1950 period. Bookings of the third are currently for six 
months as against five months. This company has, however, 
increased its rate of production nearly two and a half times 
in the past year. Its inventories constitute approximately 
five months lead time—about the same as a year ago. In 
another, inventories are presently 25% of last year’s sales 
compared with some 18% a year ago. In the third, inven- 
tories, as of April 1, 1951, are equal to 170% of a month’s 
sales contrasted with 290% on April 1, 1950. Because each 
company sells directly to the ultimate consumer, there is no 


supply of products in the pipe lines. Operations are at or 


near capacity levels for all three. 


Approximately 10% of the current output of one com- 
pany is for military use. It is presently reactivating a gov- 
ernment-owned plant. Military business will therefore in- 
crease substantially by year’s end. Direct defense work is 
5% in another company. This proportion is expected to in- 
crease to 50%. Twenty per cent of the third company’s 
production is devoted to government business. The remain- 


/ 


ing 80% consists of products for the railroad industry. Be- 
cause most work is considered essential, all orders have and 
will be filled. 


Steel 


Operations of the six cooperatirg steel companies are 
at or above rated capacity. DO orders and Program Direc- 
tive Orders are: 714%, 20%, 30%, 50% and 50% of indi- 
vidual operations. One company was unable to determine 
the percentage of output going for military uses. All were 
agreed that this type of business will increase by the end 
of the year. Cutbacks for civilian purposes have been and 
will continue to be in almost direct proportion to the 
amount of defense business handled. 


Backlog figures are virtually meaningless since most com- 
panies have limited the amount of orders they will accept. 
Inventory comparisons are also meaningless in some com- 
panies. Ore sufficient to last all winter is brought down 
during the summer. Current raw material inventories are 
therefore smaller than in December. However, four com- 
panies report present inventories are the same or slightly 
higher than at the same time a year ago. 


Most companies “see nothing at the moment to indicate 
other than continued high operations for the steel industry.” 


NONMETAL INDUSTRIES 
Apparel 


For the three companies in this industry, current output 
for military use is: 4%, 5%, and 20%. No material change 
in this picture is anticipated. All orders for civilian pur- 
poses have been and are expected to be filled, with one ex- 
ception. In this company, the backlog has been limited 
to maximum productive capacity. Its inventories were re- 
duced to subnormal by the scare buying of recent months. 
Although the company believes that overstocked customers’ 
inventories 'may have a restraining effect on future sales, 
they will not affect production until they return to normal. 

Operations in a second company are 84% of capacity 
contrasted with 67% a year ago. Orders on hand are for 
twenty-five weeks of operation compared with bookings of 
six weeks. Total inventories on hand are 37% of sales, 
which compares with a level of 45% in 1950. Supply of its 
products in the pipe lines is 2,200,000 units as against 
1,800,000 last year. 

In the third company, the backlog is for six weeks of 
operations, which compares with ten and one half weeks in 
1950. Inventories on hand as a per cent of sales: 1951, 35%; 
1950, 40%. Supply of product in process is about normal 
and represents 33-1/3% of finished goods inventories. Pres- 
ent operations are approximately 50% of capacity. 


Building Materials and Supplies 


Operations for the six companies reporting in this industry 
are at capacity levels, and orders on hand are substantial. 
Direct government work is a small part of operations, but 
two companies estimate it at 12% and 20%, respectively, 
of output. Before the year end, defense work is expected 
to increase and may reach as high as 25% of the output of 
two companies. Because of heavy demand, five companies 
have been unable to fill all nondefense orders. No material 
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change is expected in this situation. Even the one company 
that has thus far been able to satisfy all civilian demands 


does not expect to do so by the early fall except after sharp 
delays. 


Chemicals 


The seven chemical companies are operating at or near 
capacity, which represents a small increase over the levels 
prevailing at this time a year ago for two of them. Com- 
menting on its backlog, one company states: ‘Our orders 
on hand have declined moderately in recent weeks. This 
moderate easing has been due in part perhaps to the fear 
of general price rollbacks and in part to inventory liquida- 
tions.” One other company reports a decline in its bookings 
—from four weeks a year ago to two weeks currently. 


Direct government work is negligible, the highest esti- 
mate being 8% of one company’s output. Production is 
just “getting under way in two government ordnance 
plants” operated by one company. Two others expect 
“much greater” government business during the next six 
months. Four anticipate no appreciable change. 


“Our inventories are expected to show a sizable increase 
during the current year and will show a gain when measured 
as a per cent of sales,” reports one company. Another shows 
an increase from 8% to 10% currently. Only one company 
commented on the supply of its products in the pipe lines— 
“large.” 


Paper and Paper Products 


Operations of the six cooperating paper and paper product 
companies are at or above capacity levels, which represents 
a slight increase over comparable 1950 rates for two com- 
panies. Orders on hand are substantial. Bookings range 
from 39.2 days to 14 weeks of capacity operations. These 
backlogs represent sharp increases over 1950 levels, except 
for three companies that have allotment programs. 

Direct government work is: negligible, 42%, and 6%. 
Three companies are required, under NPA Order M-36, to 
set aside 15% of their production for designated defense 
agencies. Only two companies anticipate increases in direct 
military business. As civilian orders exceed capacity, cut- 
backs will continue to be to the extent of military work. 

Supply of products in the pipe lines is estimated as; 
“fuller” (two companies) , “full” for three companies. 

Although a very busy year is expected, the ‘industry 
is concerned over prospective price regulations and their 
impact on profits and business. 


Rubber 


Restrictions on the use of rubber has resulted in the cur- 
tailment of business for the rubber industry. One com- 
pany estimates that anticipated government orders will ‘re- 
sult in an increase in sales for the year 1951. However, the 
low profit margin allowed on government contracts will re- 
sult in a lower net profit figure. Total direct defense work 
for this company is negligible but an increase to 30% to 
35% of total output is expected over the next few months. 
Military business is currently 10% of over-all operations in 
the other two companies. One looks for an increase to 15% 
before the end of 1951. 
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Orders on hand are less—by 15% in one case. Inventories 
of one company are 30% higher. One company is cur- 
rently operating at 80% of capacity, and has “noticed a 
marked decrease in demand within the last sixty days.” 


Petroleum 


Direct military business of one of the five cooperating 
companies is 27% of total output. This percentage of mili- 
tary business is higher than for the other companies, which 
estimate it to be “very minor” (two companies), 2% and 
7.5%. No material change is anticipated in the relationship 
except for one company that expects an increase from the 
current 7.5% rate to 12% to 15% between now and the end 
of the year. All civilian demands have been met and future 
nonmilitary commitments will be fulfilled. An exception 
to this is the case of one company where certain lubricating 
oils and solvents have been diverted to the military. 


Textiles 


The textile industry expects some slackening in demand 
over the next three months—possibly longer—but high 
volume for the year as a whole. Profits, in some instances, 
will be reduced as a result of price ceilings. 


Nine of the twelve reporting companies are operating 
at or near capacity, which represents an increase over the 
level prevailing a year ago for four companies. The rate 
for others ranges between 70% and 83%.‘ This latter rate 
will be lowered to 73% because of “a tight fiber condition.” 
One other company expects to reduce operations—from 
95% to 85%. 

Present backlogs range from one and one-half weeks to 
twenty-eight weeks of operation. Six companies report 
orders on hand to be higher by over 200% in one instance. 
Bookings are lower in two companies. One reports a back- 
log of one and one-half weeks as contrasted with a norm 
of five to six weeks. Backlogs for other companies are ap- 
proximately the same as at this time last year. 

Two companies report inventories as 50% greater than in 
1950. 


The supply of products in the pipe lines is described by 
one company as “full with excess inventories in subsequent 
hands up to and including the retailer.” Three others re- 
port the pipe lines as full, with one noting “some backup 
of our products.” Another describes the condition as “large 
but not burdensome.” Others reporting on this situation 
say: “same,” “similar” and “large.” 

Government work is “very small” (three companies), “less 
than 5%,” 5%, 7%, 10%, 10%, 10%, 15%, 20% and 60%. 
One company expects a decline in this type of business from 
the present 60% rate. Two others anticipate a substan- 
tial increase. The balance look for moderate increases. 
Eleven companies have been able to fill all orders, although 
some delays were experienced in several instances. Two 
companies anticipate a change in this situation. One is of 
the opinion that military business will force a considerable 
cutback in the second half. Another feels that the delivery 
situation will ease over the next six months. 


JAMES A. FINLEY 
G. CLarK THOMPSON 
Division of Business Practices 


CANADA'S INDUSTRIAL OUTPUT IS UP 


Production: index numbers, 1985-39 = 100 
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Here are six indicators to prove the point. A good part of the total gain was made before Korea, 
notably in automobiles. But nonferrous metals and petroleum have expanded greatly since then. 
Pulp and paper and electric power are moderately above June. Food products have shown little change 


Employment: index numbers, 1939 = 100 
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Employment has also risen, especially in recent months in manufacturing. Mining is ahead, too 
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AND SO ARE HER PRICES AND WAGES 
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Rises in wages and cost of living were fairly even in February; the latter 
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Regulation W Shrinks Instalment Credit Grants 


AUTOMOBILE DEALERS 
SALE CREDIT 


a ee ee er eS en ae 
1950 1951 


A SEPTEMBER 18: “W?? REIMPOSED 


Per cent change over previous year 


ales _| 


%* OCTOBER 16:“W? TIGHTENED 


FURNITURE AND HOUSEHOLD 
APPLIANCE STORE SALE CREDIT 


J.-F MAM JS°S A S°O ND J M 
1950. 


F 
1951 


Source: Federal Reserve 


INSTALMENT BUYING GETS A BRAKE 


credit brake—Regulation W—last September. A 

month later it added more pressure. Since then, 
many trades affected by the regulation have appealed 
for easier terms, but without avail. They claim the 
regulation has adversely affected sales. Part of its 
intent was to release manpower, materials and capacity 
for the defense effort; part was to help cut back con- 
sumer purchasing power in line with supply. 

But in recent months, consumer demand has been 
falling below available supplies for many goods. To 
the extent to which Regulation W has been respon- 
sible, it has overshot the mark, in the opinion of some 
people who are demanding relaxation of the ruling. 
Not only relaxation, but the very extension, of the 
control power is involved in the reenactment of the 
Defense Production Act. 

The immediate impetus to the reimposition of 
Regulation W was the large expansion in outstanding 


ee Federal Reserve re-applied the instalment 


consumer instalment credit! last summer. Increases 
of $493 million in July and $411 million in August, 
1950, equaled about 342% of all consumer goods pur- 
chased. This credit expansion, added to the then 
discernible inflationary pressures, did not equally af- 
fect all goods, but was concentrated on durable mer- 
chandise.2. So, in September, automobiles, radios, 
television, major appliances, furniture, heating, plumb- 
ing and other household fixtures became subject to 
credit controls. 


All told, with the help of the heavy instalment buy- 
ing in the third quarter, consumers rolled up a record 
total debt of $20 billion in 1950, and thereby almost 
tripled the 1939 level. Yet in relation to disposable 

1Outstanding instalment credit measures the unpaid balance of all 
instalment credit. Instalment credit is a credit which the obligor 


undertakes to repay in two or more scheduled payments. It is the- 
sum of instalment sale credit and instalment loans. 


An estimated 814% of consumer durable goods sales were affected 
by the increase in outstanding instalment credit in July and August. 
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How Regulation W Operates 


Regulation W was inaugurated September 1, 1941. It 
has been in effect since then except for two periods, 
November 2, 1947—September 19, 1948 and July 1, 
1949-September 17, 1950. Since its introduction almost 
a decade ago, it has undergone nine revisions. (See 
tabulation.) 

Spurred by the desire to reduce the record high 
consumer demand and the sharply rising use of instal- 
ment credit after Korea, Regulation W was reinstated 
on September 18, 1950, and subsequently tightened on 
October 16 (see chart). 

Regulation W rests on the principle that the amount 
of instalment credit can best be controlled by regu- 
lating the amount of downpayment and duration of 
contract within more restrictive limits than ordinarily 
would be set by a free market. So, in its present form 
a purchaser is required to place a minimum downpay- 
ment of 33-1/3% on new and used passenger autos; 
the remainder must be paid in fifteen months. A 
minimum downpayment of 25% on major consumer 
durable goods (such as radios, television, refrigerators, 
food freezers, phonographs, cooking stoves, dishwashers, 
ironers, washing machines, clothes driers, suction clean- 
ers, room-unit air conditioners, dehumidifiers) and 15% 
on furniture and floor coverings is required, while the 
maximum maturity on instalment credit extended for 
these items is fifteen months. For home improvements 
(heating, plumbing and other household fixtures), the 
minimum downpayment is 10% and the maximum ma- 
turity thirty months. Articles whose cost is less than 
$50 are exempt from its provisions. 

Instalment credit covered by Regulation W is usually 
extended by dealers, retailers, banks, loan companies 
or finance companies. Instalment credit loans for 
business or agricultural purposes not involving the pur- 
chase of listed articles, and loans to meet medical, edu- 
cational or funeral expenses are exempt from Regulation 


personal income, the 1950 total debt, at 9.9%, was 
smaller than either in 1939 (10%) or in 1940 (10.8%). 

Of 1950’s $20-billion total, instalment debt com- 
prised $13.5 billion, which was more than three times 
the 1939 value. In 1950, the consumer instalment 
debt was 6.6% of disposable personal income as com- 
pared with the previous high of 7.2% in 1940. 


HOW EFFECTIVE? 


Immediately following the tightening of Regulation 
W in mid-October, total instalment sale credit ex- 
tensions! dropped sharply (see chart). During the 
period October, 1950, through March, 1951, total 
instalment sale credit granted dropped 12% below 
comparable year-earlier levels. Certainly this con- 
trasts strongly with the 31% year-to-year gain ex- 
perienced in July to September, 1950. 


1[nstalment sale credit is extended directly by the seller of an article. 


JUNE, 1951 . 


W. Other instalment loans not specifically exempted 
are subject to a maximum maturity requirement of 
fifteen months, without specified minimum downpay- 
ment. An instalment credit of over $2,500 that is 
used for an article other than an automobile is exempt 
from both downpayment and maturity requirements. 

The items selected for this credit control were 
chosen because they normally generate large amounts 
of instalment credit. For example, a survey of selected 
durable goods purchases in 1949 revealed that: Over 
half of new cars costing $2,050 or less, and about two 
fifths of the more expensive new cars are bought on 
credit arrangements. Among used cars costing $550 
or less more than two fifths are bought on credit ar- 
rangements, while almost two thirds of the more ex- 
pensive used cars involve credit arrangements. More 
than half of all refrigerators, somewhat less than half 
of all television sets bought, and almost two fifths of 
radios involve credit. Instalment credit has been used — 
more widely to finance the sale of these goods in each 
postwar year. 


RELATIVE IMPORTANCE IN PURCHASE OF 
SELECTED DURABLE GOODS IN 1949 


Credit! Not 
Arrangements Cash? Determined 
% % % 
Radioseidhesccace eek cuss 38 58 4 
Television sets........... 46 53 1 
Refrigerators............ 54 42 4 
New automobiles 
$2,050 or under........ 51 49 0 
Over $2,050........... 38 52 0 
Used automobiles 
$550 or under.......... 43 57 0 
Over $550... ..¢. 2. A. 8. 65 35 0 


Source: Federal Reserve 


1Credit arrangements includes instalment and other credit arrangements 
but those on an instalment basis predominate. 
2Trade-in allowances are treated as cash. 


Consumer instalment loans! made by lending insti- 
tutions have also shown some slackening in expan- 
sion, but have not contracted so rapidly as instalment 
sale credit. This probably reflects the greater use of 
loans? for purposes other than personal consumption 
of items subject to Regulation W. As compared with 
year-earlier levels, consumer instalment loans were up 
9% during October, 1950, to March, 1951; during the 
third quarter of 1950, the increase was 25%. 

Since consumer purchasing power stems from cur- 
rent income, as well as savings and borrowed money, 
Regulation W obviously curtailed the sources of con- 


1An instalment loan is an instalment credit other than an instalment 
sale. These loans are not extended directly by the seller of an article, 
but are made by commercial banks, small-loan companies, industrial 
banks, industrial loan companies, and other credit institutions. 

2Advances to small business people for purposes other than con- 
sumer credit and loans for large amounts ($50,000 and $100,000) 
which seem to be borrowed for purposes other than consumption 
are included in instalment loans. 
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sumer purchasing power when it slowed down the 
expansion of consumer instalment credit. 

As instalment credit grants have declined, a drop in 
the proportion of credit sales to cash sales has oc- 
curred and buying has been diverted from so-called 
“credit” to “cash” outlets. In all likelihood, con- 
sumers in the lower-income brackets and marginal 
buyers have shifted from higher to lower ticket “W” 
regulated items and to nonregulated goods. 


AUTOMOBILES 


Instalment sale credit granted by automobile deal- 
ers represents about one half of total mstalment sales 
credit and is the major component. Current down 
payment and maximum maturity requirements for 
automobile purchases are similar to those in effect 
in 1942-1947, and during the fall and winter of 1948- 
1949. 

Automobile sale credit contracted very sharply 
when the terms of Regulation W were tightened in 
October, 1950. The regulation brought to an abrupt 
close the 26% expansion over year-earlier levels that 
occurred during the third quarter of 1950. From 
October, 1950, to March, 1951, automobile dealers 
granted 18% less instalment sale credit than in the 
corresponding months a year earlier. 

On the other hand, unit passenger car sales, as 
measured by passenger car registrations, climbed be- 
tween October and March, 1951, over previous-year 
levels. Although of lesser magnitude, gains were re- 
corded even in November, just after the tightening 
of restrictions. Obviously, current earnings and sav- 
ings were relied upon more extensively to finance car 
purchases. 

In February and March, 1951, new-car sales were 
about 4% above their 1950 levels. Sales increases in 
these months were therefore by no means so impressive 
as in December, 1950, and January, 1951, when sales 
were 33% and 24% above previous year levels. But re- 
tailers reported encountering little difficulty in moving 
new cars in stock until April rolled around. On the 
other hand, used-car vendors reported definite signs 


New Passenger Car Registrations 
Thousand Cars 


Year Ago 


PISS ily some hale ks eR 448.5 36 
\ ANIPUSEsRIr) Oe) ne ao ee ae ee 478.6 43 
Septemberiep veer sae ak. ote 459 .6 36 

OctoberSar meyers ot orca 465.8 25 

Novem berscay ee ence 409.7 8 
December... 3280 sdeteumhe 414.6 33 

[Sl ganiiary een eee eee 381.6 24 
ING salle Ayga becca eel weleare AE 409.0 5 

WWiarch erect oc tee ee 495.9 3 


Source: R. L. Polk 
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of a sluggish market as early as March, 1951. Be- 
tween March and April, used-car prices dropped 
about 4%, then another 5% between April and mid- 
May. ; 
The pinch on credit purchases of new cars is 
probably due more to the maturity limits than the 
down payment requirements, because the trade-in of 
a used car in the purchase of a new one generally 
covers a substantial amount of the required downpay- 
ment. For example, in 1949, three out of four new 
cars bought were in part paid for by the trade-in of 
a used car. It is estimated that in about half of these 
cases, the trade-in value was at least one third of the 
price of a new car, or the equivalent of the current 
downpayment. Used-car credit sales, where trade-ins 
are not so frequent, may be finding the heavier down- 
payment requirement to be the more sales-depressing 
factor. 

Moreover, before reimposition of Regulation W, 
downpayment requirements were more lenient for 
used cars than for new ones. Since the downpayment 
has the more immediate impact it may in part be the 
reason for the earlier slackening of sales among used- 
car dealers. 


FURNITURE, HOUSEHOLD APPLIANCES 


Instalment sale credit extended by furniture and 
household-appliance stores accounts for about one 
fifth of total instalment credit. A sharp contraction 
here was evident last October, Except for January, 
1951, when beat-the-tax! and scare buying bolstered 
credit sales, instalment credit granted by these stores. 
during each month since October, 1950, has dropped 
below year-earlier levels. During the six-month period, 
October, 1950, to March, 1951, the amount of credit 
granted fell 12%; this is in direct contrast to the third 
quarter of 1950 when instalment credit grants ran 
37% above year-earlier marks. 

Data relating to department stores indicate that 
year-to-year sales levels of major hceusehold appli- 


‘Wide discussion of proposed excise-tax impositions helped lead to a 
renewed spurt in consumer buying. 


Department Store Sales of ““W" Regulated Items 
Per Cent Change from Year Ago 


Total | Furniture | Major | Domestic | Radios, 


and Househ Phono- 
Btore Bedding ene: Gomera graphs, 
Television 

1950 July......... Q4 49 ieee 49 177 
August... p.6. iy 33 55 46 167 
September... 9 23 39 Q9 “134 
October...... 4 16 -5 17 78 
November.... Q 8 -8 5 -14 
December... . 5 9 25 14 16 
1951 January...... 31 39 81 66 60 
February..... 15 Wy) AT 38 9 


Source: Federal Reserve 
ee 
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ances and radios-phonographs-television sets dropped 
sharply soon after reimposition of credit controls. In 
the last quarter of 1950, furniture and floor coverings 
showed smaller year-to-year sales increases, as com- 
pared with the third quarter of the year. Still, these 
latter surpassed the total store rise. (See table.) 

It would not be correct to attribute the immediate 
sales lag in these items and such slowdowns as have 
appeared in automobiles solely to Regulation W, but 
rather to the combined effect of the ruling and the 
reaction to the summer buying spree.’ Notably, Regu- 
lation W was not a sufficiently stifling factor to prevent 
the resurgence of another buying spree in January, 
1951. (See table.) And since February, sales have 
slowed down for many consumer goods, both those 
subject to and those unaffected by Regulation W. 

The Federal Reserve Board has already formally 
denied a request by the television industry for easier 
credit terms under Regulation W. The board stated 
that officials “recognize there has recently been a 
marked softening demand for television sets” but 
doubted whether Regulation W had been “the domi- 


_ ‘Special factors affecting the market for television were discussed 
in “Looking at Television Now,” in The Business Record for Feb- 
Tuary, 1951. 
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nant factor in this relative slackening of demand for 
such sets.” The “phenomenal expansion” of television 
output and sales, the board suggests, has possibly 
brought on “a temporary condition of near-saturation 
of existing markets.’ The board concluded that “in 
so far as Regulation W is not the cause of the reduc- 
tion in sales, a relaxation of the requirements of the 
regulation could not reasonably be expected to solve 
the problem.” 

Immediately following the board’s statement, the 
industry planned to appeal to Congress for relief. 


OTHER STORES 


Instalment sale credit extended by department 
stores and mail-order houses represents almost one 
fifth of all instalment credit. One eighth stems from 
jewelry stores and all stores other than furniture 
stores, household-appliance stores, department stores, 
mail-order houses and automobile dealers. “Other” 
stores and department-store—mail-order houses ex- 
tend credit for goods within and beyond the control 
of Regulation W. Their instalment credit extensions 
since October have been less impressive than during 
the third quarter of 1950. 


Minimum Down Payments and Maximum Maturities—Regulation W 


Type of Credit 


Instalment sales:? 

A WLOMODINES ace << eet Sere os eels oleae 
Radio, television, and other major appliances. 
Pieprirbtire sree ne els cheer Lh eins Se ees: 
Home improvement materials and services. . . 
Heating, plumbing, and other household fix- 

PUNE S teri ere tc bie ene Ces cease bemlae 
Miscellaneous (including other appliances, 

auto accessories, clothing)?............... 


Anitiartobles: mureleyere ie = 5 cutee a !sis, foe! ssiche 50.0 18 15 15 
Radio, television, and other major appliances.| 18 15 12 
Rb aTeha i eS GRE Asin EMP RRC Cee ene anes 18 15 12 
Home improvement materials and services...| 18 18 12 
Heating, plumbing, and other household fix- 
SUITES Me Fe Yarn tobe arene ciate. oasis Als, sve 5 18 18 12 
Miscellaneous (including other appliances, 
auto accessories, clothing)?.............. afar ead 12 


Instalment loans: 


To purchase listed articles................ c c c 

taclass ited tae ewe scclers cpate.ceenscepercveiere. who orale 18 15 12 
Single-payment loans..............:.0..-- ote Brahe 3 
Glare ACCOUNES! |. 25.15 e.efecsiere]s el = ole) she)s oleyolie> usidhs sai 9,3 e 


Where no figure is shown, there was no limitation imposed by Regulation W. 
1Down payments determined after deduction of any trade-in, except in case of 
automobiles. : 
2Terms shown are for selected articles. , 
3Auto-accessories when sold separately deleted effective July 5, 1946. 
4Instalment loans not otherwise covered by or exempted from regulation, 
aDeleted effective October 15, 1945. 


Source: Federal Reserve 
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15 15 15b Q1 24 Q1 15 
12 15 15b Q1 24 18 15 
12 15 15b Q1 24 18 15 
| rs ee sd eRe sie |fre30 30 
12 
c c c Cc c c c 
12d 15 15b Q1 24 18 15 


bMaturity of eighteen months for credit over $1,000. 
cWhere epedit 2 to purchase listed articles, down payment. (loan value) and 
maturity requirements same as on instalment sales of the respective articles. 
dMaturity of eighteen months from October 15, 1945, through September 2, 1946; 
maturity of 15 months thereafter. 
eAccount to be paid by tenth day of second month after sale. 


Instalment Credit Totals Are Dampened 


SEPTEMBER 18: | é OCTOBER (6: 
"We REIMPOSED | *W* TIGHTENED 


1949 1950 1951 


Total unpaid balance at end of month in billions of dollars 
Source: Federal Reserve 


The effectiveness of Regulation W rests on the 
relative importance of the regulated items and instal- 
ment selling in our retail economy. In 1940-1941, 
13% of all retail sales were instalment transactions, 
according to the Federal Reserve Board. Controls 
and the scarcity of durable goods during the war re- 
duced their relative importance to a low of about 4% 
in 1945. In every year since then, instalment selling 
has approached its prewar status until in 1950 ap- 
proximately 12% of all retail transactions were traced 
to instalment sales. 

But a substantial number of instalment sales cover 
goods which are not included under Regulation W. 
In 1949, about 9% of all consumption expenditures 
(for goods and services) and about 13% of expendi- 
tures for goods alone was absorbed by commodities 
subject to the Regulation—furniture, floor coverings, 
household appliances and automobiles. If roughly 
half of these goods were bought on instalment credit, 
then about 444% of all consumption expenditures and 
612% of expenditures for goods can be said to be di- 
rectly affected by Regulation W. 

It is not possible to quantitatively measure the spe- 
cific impact. of Regulation W on either the lag in 
retail sales or on the apparent stabilization of retail 
prices in recent months apart from the many other 
forces which have recently been at work. For one 
thing, reaction to the earlier heavy scare buying was 
bound to appear in time. 

A survey sponsored earlier this year by the Federal 
Reserve reveals that only a small portion of the popu- 
lation’ felt that the regulation of consumer credit 


1Plans for financing automobile purchases were about the same for 
1951 as 1950, although fewer aggregate automobile purchases were 
planned for 1951. Little change was noted in the number of consum- 
ers who were considering the purchase of other major durable goods 
such as furniture, refrigerators and television sets. 


affected their 1951 buying plans of consumer’ goods. 
Only 3% to 4% of all consumers indicated that their 
buying plans had been affected in some fashion by 
Regulation W. The study stated that “this finding 
must be treated cautiously because many consumers 
may have been affected (by Regulation W) without 
realizing it.” 

Regulation W is flexible. Its terms can be tightened 
or loosened with relative ease by the Federal Re- 
serve authorities. But whether any relaxation is in 
prospect is another question. Stabilization officials 
are saying that once defense production gets out of its 
initial stages and into full swing, inflationary pres- 
sures will increase. Defense requirements are sched- 
uled to rise from 8% of the total national product in 
the first quarter to double this rate (16%) at the 
year-end, according to the Department of Commerce. 
This means greater purchasing power without equiva- 
lent rises in supplies for civilian consumption and, 
accordingly, the case for Regulation W becomes more 
forceful. 


Resa EIsNer 
Division of Business Economics 


THE PRICE 
OF FOOD 


some time at wholesale, has reached the retail 
counter. TH CONFERENCE BoarD’s consumers’ 
price index declined a little in March after twelve 
successive monthly rises. It still stands 7% above 
the pre-Korea level and 34% above June, 1946. 
Reasons for this welcome respite, which, if it con- 
tinues, will affect weekly pay checks of millions of 
workers with escalator-type contracts, are varied. 
First, of course, is the political picture. War has been 
contained in the sense that Korean and Indo-China 
fighting have not yet triggered off a wider conflict. 
Defense budgets are high, but actual cash outlays for 
war matériel are relatively small. ; 
Second is the supply-demand situation. The impact 
of the defense production program has been light thus 
far, with automobile and refrigerator assembly lines 
continuing to hum—in not quite so high a pitch as 
last year, but nonetheless high. Fright purchasing 


Dies LEVELING off in prices noticeable for 
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has subsided, all adding up to the slowdown in the 
price climb. 

This situation in itself does not change the pros- 
pects of more inflation and growing scarcities as mo- 
bilization picks up momentum. 


THE COST OF EATING 


Thanks to markdowns on food (the most important 
component in the consumers’ price index) , the March 
figure was down slightly from February. This was the 
_ first break in the upward trend under way since the 
early months of 1950. A seasonal drop in fresh fruits 
and vegetables was the prime factor in the decline. 
Department of Agriculture spokesmen look for a con- 
tinuation of current food prices, at least until the 
summer. This prognostication assumes no world war 
scares, or the real McCoy. 

A look at the more important farm products and 
their respective supply-demand relationships throws 
some light on what consumers’ food costs may be. 
The analysis is based on official government reports. 


Meat 


Moderately larger supplies of meat in 1951 are pre- 
dicted by government experts. The January 1 meat 
animal population on farms was up from 1950. Larger 
pig and lamb slaughter is expected, assuming weather 

-doesn’t adversely affect feed crops. Beef-cattle 
slaughter has dropped off, however, as cattlemen hold 
out for modification of the recent price freeze order. 
But with consumer incomes at record levels for some 
time, demand for meat shows no general sign of weak- 
ening, except in some instances. Then the tendency 
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is to switch to the lower-priced varieties. The in- 
creased popularity of pork is a case in point. A favor- 
able hog-corn ratio points to continuation of pork’s 
popularity. 

Compared with 1950, farm prices for meat (beef 
cattle, hogs, lamb, sheep and veal) are higher by 
from 30% to 60%. All but hogs are well above parity. 
Only hogs have declined since the middle of February. 
Normal seasonal patterns are not expected to prevail, 
with stabilization and other special conditions re- 
sulting from the defense program. 


Milk 

Seasonal declines from March to April give the 
consumer a break on milk. The reduction, however, 
was less than seasonal and the mid-April price paid 
to farmers was the highest April on record, barring 
only 1948. The Department of Agriculture announced 
recently that fluid milk will be supported at 90% of 
parity for the twelve months beginning April 1. That 


is very close to current prices and no immediate jump 
is in the books on this account. 


Poultry, Eggs, Fruits and Vegetables 


The price of live chickens at the farm advanced a 
little from mid-March to mid-April and stood 25% 
above the corresponding 1950 price. Higher egg prices 
this spring may mean a bigger crop of chicks. This 
would take some of the strength out of the price rise. 
From March to April, egg prices weakened, although 
they are still well above February and year-earlier 
levels. Both chickens and eggs were below parity in 
April. (Continued on next page) 


Consumers’ Price Index for Fifty-four Cities, and Purchasing Value of the Dollar 
Index Numbers, January, 1939 =100 


i Clothi: Fuel? Houses Purchest 
Date Hy hconaet Food Housing? aiid ate Sundries Valve of 

—— Total Men’s Women’s Total Electricity Gas pee S = 

1950 March.............. 159.7 201.0 114.8 142.6 155.5 VSL 130.6 90.3 102.5 147.7 155.7 62.6 
; April CAM gam Se eic.ce 160.0 201.0a) 115.2 142.5 155.5 131.5 131.4 90.3 102.3 148.1 156.1 62.5 
1 FE one ORCS 161.1 204.5 115.4 142.5 155.6 131.4 128.8 90.5 102.3 148.1 156.3 62.1 
DUNG H cerna aie wie etocelakens 162.2 207.8 115.3 143.0 157.0 131.1 128.5 90.3 102.3 148.3 156.5 61.7 

An dceeres et Ae Oats 164.6 213.56) 115.8 143.2 157.4 131.2 129.0 90.4 101.5 148.9 157.7 60.8 
AUBUStY gases. 3 aries 165.2 213.5 115.9 143.9 158.0 132.0 130.4 90.4 101.4 153.4 158.4 60.5 
September.......... 166.1 214.6c} 116.0 146.3 159.7 135.0 131.2 90.4 101.4 156.8 159.0 60.2 
October sco ibs. ah 166.3 213.5d| 116.3 147.4 161.4 135.6 132.0 90.4 101.4 160.4 159.4 60.1 
November.......... 167.2 214.8 116.4 148.9 163.3 136.7 132.3 90.4 101.2 163.3 160.1 59.8 
December........... 170.17] 221.5e) 116.9 150.4 165.4 137.7 182.4 90.4 101.2 165.9 161.4r 58.8 
Annual average......| 163.4 | 208.8] 115.6 144.7 | 158.4] 183.2 | 130.5 90.4 |} 101.8 | 153.0) 157.6 61.2 
eT i ete e I2E2 225.9 117.1 152.87} 169.1 138.9 132.6 90.4 101.2 169.4 162 .0r 58.1 

ide var SE ateS Sessa 3 174.6 931.3 117.6 154.5 171.3 140.3 134.8 90.8 101.2 172e2 ate 4r 57.3 
WNharelis sev eitrs soiree 173.9 229.0 117.8 154.7 171.3 140.7 134.8 90.8 101.2 ed 162.6 57.5 


Percentage Changes 


0 | 0 0 | +0.3} +0.1{ +0.3 
+3.2 +0.6 -1.3} +16.9 +4. 4 Se 
dBased on food prices for October 16, 1950. 


eBased on food prices for December 14, 1950. 
rRevised. 


-1.0 +0.2 +0.1 0 | +0.3 
+13.9 +2.6 +8.5 | +10.2 +6.8 
aBased on food prices for April 13, 1950. 


bBased on food prices for July 18, 1950. 
cBased on food prices for September 14, 1950. 


Feb. 1951 to March, 1951. 0.4 
March 1950 to March,1951. +8.9 


Rents surveyed quarterly for individual cities. 
Includes electricity and gas. 
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Plentiful supplies of fruit, particularly apples, are 
mirrored in relatively low prices. Citrus fruits, as 
well as apples, have been declining under pressure of 
heavy supplies and are well below 1950 prices. As an- 
other indication of the favorable (to the consumer) 
prices prevailing for fruit, they ranged from 46% of 
parity for grapefruit upwards to 65% of parity for 
apples. 

Prices paid to growers of commercial vegetables 
were off in April. Like fruit, supplies were in good 
volume after a spell of bad weather had cut into the 
winter crops. 


Wheat 


Hopes for lower bread prices have been dampened 
by reports of damage to the winter wheat crop. Yet, 
surprisingly enough, wheat prices have shown no 
tendency to skyrocket on the unfavorable crop reports. 


Summary 


Farm prices have declined this spring, although 
they are substantially higher than a year ago. Food 
grains, vegetables, fruits and dairy products have de- 
clined, offsetting increases in poultry and eggs. Com- 
posite meat prices have about held even. (On a season- 
ally adjusted basis, dairy products rose.) Since 
food is the pivotal element in the cost of living index 
(with about one third the total weight), a continu- 
ation of the recent trend in farm prices will take 
much of the upward thrust off the consumers’ index. 


EARNINGS ARE UP 


The average weekly pay check for production 
workers in manufacturing was $64.36 in March. This 
was 60 cents more than the February average and 
$7.83 above the year-earlier figure. Percentagewise, 
the month-to-month and year-to-year increases were 
97% and 13.9%, respectively. 

Most of the weekly wage rise can be traced to 
higher average hourly earnings rather than longer 
hours. For all the manufacturing groups surveyed, 
average hourly earnings of $1.57 were up 10% for the 
year, while a 41.1-hour work week was higher by only 
3.5%. 

The higher-paying durable industries maintained 
their advantage over the nondurable group with re- 
spect both to weekly and hourly earnings. This dif- 
ferential will, of course, become an important factor 
in the voluntary shift of workers from nondefense to 
defense-type industry. 

Among individual industries, the machinery classi- 
fication stands out. The 44-hour work week is the 
highest for any of the manufacturing group. It re- 
flects the tooling-up that is going on now in defense 
industries. 


A new study by Tur Conrerence Boarp reveals 


Purchasing Value of the Doliar 


19 1946 1948 
JUNE MAR. 
CEST.) 


January, 1939=100 cents 
Source: Tor CONFERENCE BoarD 


that over the last decade remuneration of the top ex- 
ecutive rose by about 50%. This compares with a rise 
of more than 100% in hourly earnings of factory 
workers over the same period. If aggregate compen- 
sation of all officers and directors is used, the decade 
increase is 75%. But, with the great growth in volume 
of business, there were undoubtedly more officers in- 
cluded in the group at the end of the ten-year period. 

This comparison does not reveal the whole picture. 
Both groups were confronted with higher living costs 
and taxes at the end of the period. The added burden 
was not evenly distributed, however, particularly the 
tax load. Also, the consumers’ price index undoubt- 
edly understates the rise in living costs for the ex- 
ecutive over the period. 

As an example, the executive who earned $25,000 
in 1940 had to make $59,126 in 1950 to hold his own. 
This would be a 137% rise against the 50% actually 
granted to Mr. Average Top Executive. At the lower 
end of the scale, the factory worker making $2,000 in 
1940 had only to earn $3,437 to hold his own after in- 
flation and taxes. 

Pau W. Dickson 
Statistical Division 


The Social Responsibility of Management—Four lec- 
tures by Stuart Chase, Stanley H. Ruttenberg, Edwin G. 
Nourse and William B. Given, Jr., delivered in connection 
with the celebration of the Golden Anniversary of the 
School of Commerce, Accounts and Finance of New York 
University. The Edward L. Bernays Foundation Lectures of 
1950, New York University, New York, 1951. 
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ECONOMIC NOTES 


How Much for Underdeveloped Areas? 


“During the current fiscal year, United States Govern- 
ment grant funds available for technical and economic 
_ assistance to underdeveloped areas total around $200 mil- 
lion. This includes contributions of $40 million to the tech- 
nical assistance and development programs of the United 
Nations and the Organization of American States. During 
calendar 1950, loan disbursements made by the Export- 
Import Bank for development of such areas totaled $126 
million. In addition, the International Bank for Recon- 
struction and Development made disbursements for devel- 
opment in such areas last year totaling nearly $60 million. 
(The largest part of this bank’s funds come from subscrip- 
tion by private United States investors to the bonds of the 


A Committee Reports 


“Tn general, it should be remembered that authoriza- 
tions and appropriations already made in the Eightieth 
and Eighty-first Congresses have so tied the hands of the 
executive departments that less than one third of the 
governmental budget for 1952 is now flexible. In 
order to reduce expenditures m 1953 this Congress 
should act now to repeal or modify existing laws or to 
suspend existing authority. This means not one bill 
but an examination of scores of acts now in force and 
the revision of scores of programs now under way. 

“Efforts at budget balancmg undertaken in the 
interest of restraining inflationary pressures must con- 
sequently choose between two alternatives. Either 


(1) the government must levy and collect through taxes 
an amount sufficient to cover the costs directly of all 
of the services which it provides for the nation; or 
(2) the government must discontinue to render some 


of the services. While there is no doubt that, as the 
Hoover Commission Report points out, possibly more 
than $3 billion can be saved by increased operating 
efficiency and by economy in giving the same product 
and services, any real or substantial cuts of $5 billion 
to $9 billion involve necessarily a cut in services now 
rendered or desired. . . . 


“Anyone can make up his own list of programs on 
which the government might economize. Conversely, 
anyone can make up a list of services of the proper or, 
in his opinion, necessary services of government. But 
each individual list is likely to be as personal as is a 
budget covering expenditures of personal funds. Some 
would eliminate programs such as public roads just as 
they eliminate an automobile from their personal bud- 
gets. Some would eliminate public assistance expend- 
itures just as they eliminate consideration and care of 
aged or needy relatives from their personal budget.”’— 
Joint Committee on the Economic Report. 
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bank, of course.) Commitments, by the two banks, of new 
funds for development purposes ran substantially higher, 
totaling nearly $700 million altogether in 1950, but dis- 
bursement figures more accurately represent the actual flow 
of assistance. 

“Counting only government sources of development assist- 
ance, then, the United States is currently aiding economic 
development in underdeveloped areas to the tune of nearly 
$400 million a year. Of this, the $34.5 million appropriated 
specifically under the new Point 4 legislation (the Act for 
International Development) is a very significant part but, 
obviously, not the largest part. 

“In talking of Point 4 today, therefore, let us have this 
figure of $400 million a year in mind.”—Source: Samuel P. 
Hayes, Jr., “Point 4 Program after Korea,’ The Depart- 
ment of State Bulletin, February 5, 1951. 


We Tend To Huddle 


“Preliminary returns of the 1950 Census show that the 
people of the United States tend to concentrate more and 
more in areas which are already well populated. In the 
past decade the rate of population growth in counties with 
50,000 or more inhabitants in 1940 was almost five times 
as great as in the less populated ones. 

“More detailed examination of the data shows that in 
counties with the smallest population—under 25,000—the 
increase in the decade was negligible, only 0.2%. Substan- 
tially greater gains, 8.3%, were recorded in the next larger 
group of counties (25,000-49,999). The most rapid growth 
occurred in the counties with the largest population—100,000 
or more in 1940—where the increase amounted to 19.5%.” 
—Source: “Population Growth by Size of County,” Metro- 
politan Life Insurance Company Statistical Bulletin. 


Suggests Corners To Cut 


“Any cut in appropriations is bound to hurt some- 
one, and is bound to evoke cries of pain. There will be a 
great temptation to be generous in attaching ‘defense’ 
labels on nondefense programs. 

“In order to pass beyond the lip-service stage, speci- 
fic nondefense programs should be listed, in which sub- 
stantial savings can be made. I am one who believes 
there is considerable degree of overstaffiing in most 
government departments, that a large proportion of 
our expenditures for rivers and harbors is wasted—or 
at least cannot fairly be tied to the mobilization pro- 
gram—that federal aid for secondary road construction 
should be curtailed, that irrigation projects should be 
slowed down, that economies in printing, travel, and 
transportation should be effected, and that farm 
subsidies should be reduced.”—Senator Douglas. 


SELECTED BUSINESS INDICATORS 


(Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


1951 1950 Percentage Change e 
March, April, 4 Months, 
Item Unit ; 1951 to 1950 to 1950 to 
i bruar. January Apri i ril, 4 Months, 
Aprilp March Fe ¥, April wes —_ 
Industrial Production - 0 +16.8 419.7 
Totak (PRB)? (S) becomes ee oes 1935-39 = 100 222 |r 292 ah te ho ; 417.6 119.8 
Manufacturing (FRB) (S)........ 1935-39 = 100 234 234 23 pe rah ae 495.2 198.7 
Durable goods (FRB) (S)....... 1935-39 = 100 278 276 Q71 |r ay Be ae Pra eae Ps 
Sheel Actin baits bine seeeion wee age sore 8,832 |r matt hs pee age Wig: 430. 8d 421 _5f 
PIghiron acc acdbt PocE ie net tons n.a. : ) , , = ; E's 
Clones (refined) 4.002 steer cs - net tons 103,494 ae Sapa oe ae +16.1¢ oS d 13. Gf 
Lead (refined)...............- net tons n.a. , , , ’ i 55 
Zine ce A } Be See tethtaraen eae net tons 77,813 80,450 70,285 80,937 papris agias ease ives f 
Glass containers.............. 000 eres m n.a. pian Pee gli iste 149 Gy +6.4d|  +414.1f 
Dumber seanictotnen ane neon e million bd. ft. n.a. 9 , , D : 
Machine toolst...,....:...... 1945-47 = 100 155.7 |r (158.9 123.8 114.3 See Ted secs 2 ie a 
Machinery (FRB)............ 1935-39 = 100 n.d. 334 328 321 243 i844 a ae 
Transportation equip. (FRB). .|| 1935-39 = 100 n.a. |r 308 307 288 : aoe isn Berge Beate 3f 
Automobiles, factory sales... .. units n.d. 617,399 505,865 pe 46 tats eee aa heres 
Nondurable.goods (FRB) (S)... ees 100 198 aH Tr ae : cn Aas res ee ig - +20 2f 
Cotton rire sdhice ataes ales n.a : ae oraled “6.59 
Woo te eae Ser ar tichet spo carittie oles million pounds n.d. n.a 44.0 }r 53.3 51.66 17 .4¢ 4. 
Rayon-yarn®s.) dea. . 5s million pounds 82.2 |r 85.9 75.0 79.0 70.2 4.3 ae ieul hy 
39 = 170 166 167 165a +2.4¢ +3 .0d +3.3f 
Food prod., mfd. (FRB) (S)...|] 1935-39 =100 n.a r is 147 td 416-7F 
Chemicals (FRB) (S)......... 1935-39 = 100 n.a 291 288 287 2474 tate Di : on i 
Newsprint, North American. ..|| short tons 536,439 566,978 509,478 545,710 505,338 Bg ae : ton 
Paper te Ass ces tok oes % of capacity 103.1 102.3 101.5 pe. 5 95.4 pee ‘ae face 
Paperboard aeaes nici: Meese cia: % of capacity 105 104 105 102 92 er 4 mae ae 
Boots and shoes............... thous. of pairs n.a n.d. 42,318 44,885 40,728b 5.1 ps oe 7 a 
Cigarettes (smaill)?............ millions n.a. 30,297 28,666 |r 33,474 32,036a ie c : Bs re : 
Menino (ERB) 0S) seer tant sci ace 1935-39 = 100 159 158 158 164 140 +0. = a ore 
: “Bituminous coal-....:...%..2.. 000 net tons 41,977 44,490 |r 40,451 51,470 46,615 -5.6 -9. aa 
Anthracites 4:60. f.<)oo-se0 cco 000 net tons 2,573 2,183 3,522 4,199 3,355 +17.9 —23.3 Joa 
Crude petroleum?............. 000 barrels 6,130 6,040 5,930 5,907 4,968 +1.5 Her ee 
Electric: power! if ..0...0 0% sje eo million kwh 6,713 6,828 6,912 6,895 5,878 -1.7 +14. me 
Constructiono 0%. .o 2. se million dollars 1,375 1,267 1,141 1,043 1,350 +8.5 +1.8 Me, : ’ 
Heavy engineering—Total®......... 000 dollars 263,359 281,291 317,766 316,723 221,261 —-6.4 +19.0 +43. 
Distribution and Trade 
Carloadings, total**..:............ thousand cars 788.5 753.8 691.2 743.2 718.9 +4.6 she a : 
Carloadings, miscellaneous**........ thousand cars 394.8 395.1 352.1 370.4 358.1 0.1 +10. + 
Retai +s ili I 12,325 13,075 13,307 11,125a —5.7¢ +10.8d +17.0f 
ul trace n(S) Sesh, seed te ica million dollars n.a : : 5 , He nae 
Department store sales (S)......... 1935-39 = 100 306 r 290 326 362 292 +5.5 Prec: 18 Of 
Variety store sales (S)............. 1935-39 = 100 n.a 246.0 |r 240.0 248.9 222.3a +2.5¢ +10. z ee 
Rural retail trade (S) ............. 1935-39 = 100 n.a 307.8 321.7 380.1 273 .2a —-4.3¢ eee + 3 Fe 
Grocery chain store sales (S)’....... 1935-39 = 100 n.d. 433.0 |r 427.6 421.8 377 .3a +1.3¢ +14.8 +16.4f 
Magazine advertising linage........ thous. of lines 4,531 4,464 4,050 3,520 4,482 +1.5 +1.1 +4.3 
ommodity Prices** 
ati Sannenties (BLS) Since 1926 = 100 183 .4e 184.0 183 .6 180.1 152.9 0.3 +19.9 +19.9 
Raw materials................... 1926 =100 n.d. 199.4 |r 198.9 192.6 162.84 +0.3¢ +22. 5d +21.8f 
Semi-manufactured articles....... 1926 =100 n.a 187.5 |r 187.1 185.0 144. 1a +0.2¢ +30.1d +29 .2f 
Manufactured products.......... 1926 =100 n.a. 175.8 |r 175.4 173.1 148 .9a +0.2c +-18.1d se of 
armiproductssssas ane et en 1926 =100 202.0e 203.8 202.6 194.2 159.3 —0.9 +26.8 +26.9 
I OOGS cies Sa ets hee ee 1926 = 100 185 .3e 186.6 LBTEGS er eal 82 oe 155.3 —Oe7 +19.3 +19.2 
Retailsprices arch tees ony cn, 1935-39 = 100 n.a. 205.8 |r 204.9 202.4 183.8a +0.4¢ +12.0d) +11.3f 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 172.3 170.3 174.7 168.6 141.8 +1.2 421.5 424.2 
knidustrials’ jeri te Kaye enn eels 1935-39 = 100 187.3 184.4 189.6 182.6 150.0 +1.6 +24.9 427.5 
Railroads.<<eiicaeey howto 1935-39 = 100 148.7 148.7 159.1 152.8 109.5 0 +35.8 +40.7 
Utilities oS ea 1935-39 = 100 110.2 111.2 111.0 108.6 111.0 0.9 =r +1.7 
Totalno.sharestraded N. Y.Stock Ex.|| thousands 42,616 47,222 57,630 89,867 60,680 -9.8 -29.8 +13.4 
Corporate bond yields (Moody’s). . .|| per cent 3.07 2.69 2.85 2.86 2.84 +3.7 +8.1 +3.5 
Financial Indicators 
Bank debits, outside New York City®] million dollars 69,421 76,001 62,347 75,017 54,657 8.7 +27.0 +27.1 
New capital corporate issues........ 000 dollars n.a. 797,259 369,880 244,699 369,21]a) +115.5c] +115.9d) +30.3f 
Refunding issues.................. 000 dollars Wee 81,608 26,543 13,306 169,185a)| +207.5¢ -51.8d —59 2 
Comm., industrial and agric. loans‘.|| million dollars 19,198 19,005 |r 18,533 |r 17,990 13,624 +1.0 +40.9 +35 .4 
Total personal income (S)°......... billion dollars n.d. 242.5 |r 241.3 240.9 219 .3a +0.5¢ +10.6d +11.6f 
Money in circulation, end of month,|| million dollars Q7,274 |r 27,119 27,188 27,048 27,048 +0.6 +0.8 +0.5 
Defense expenditures™............. million dollars 2,397 ‘lr | 2971 Ir 1,884 |r | 1,878 1,043 +5.6 +129.8 +96.7 


SAdjusted for season variation 
Engineering News-Record—average weekly 
Defense Dept., Atomic Ener: 


1Shipments 


8140 centers 


2Consumption; cigarette consumption measured by tax-paid withdrawal 


7Grocery and combination chain store sales 9Annual rate 


fens gy Comm., Mutual Defense Assistance, Maritime Activities, Coast Guard, Defense Production 
beginning July, 1950 and are not strictly comparable to earlier data. Revised data are available on request 


over previous month 


to 2 months 1951 n.a.Not available 
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aMarch, 1950 


3Average daily 


4Average weekly 


5F. W. Dodge 


10New series: includes federal budget expenditures for 


bFebruary, 1950 
fPercentage change 3 months 1950 to 3 months 1951 
*Value as traffic indicator subject to variations in length of haul and amount loaded 
d, Earlier data for series shown will be furnished on request. NICB series on sensitive i 


Due to minor changes in classification date have been revised 
cPercentage change, latest month 
gPercentage change 2 months 1950 
**Retail trade, Department of Com: 
ndustrial and farm prices have been 


BUSINESS RECORD 


What Executives Say: 


OUTEO@OR. ROSY = IR 


(See also article on page 218) 


METAL INDUSTRIES 
Air-conditioning Equipment 


“Little more than 10% of our current output is for mili- 
tary uses. We expect a moderate increase in this proportion 
by the year end, to perhaps 25% at most.” 


“Very little of our current output is for military use. By 
the end of this year we expect it will be from 50% to 75%, 
depending upon the amount of civilian business we will 
be able to continue to do.” 


* * * 


“We have not been able to fill all our nondefense orders. 
We have had to put our dealers on an allocation basis. It 
is difficult to say how much of a cutback there has been in 
nonmilitary business. Our shipments have been in excess 
of the rate during 1950 but are substantially below the 
amount of business we could be doing if it were not for 
material restrictions.” 


“As we cannot segregate nondefense orders to any degree, 
we have no specific cutback. We are getting further and 
further behind in our delivery promises, though our produc- 
tion is constantly on the increase.” 


* * * 


“Unfilled orders and inventories on hand are now both 
substantially above last year at this time in absolute terms, 
but not in relation to the current enlarged rate of operations. 
Our present rate of operations is close to capacity (on a one- 
shift basis), a year ago about 75% of full capacity.” 


“The pipe lines are full as far as the supply of our products 
in civilian hands is concerned. Consequently, any appre- 
ciable drop in demand by the ultimate users could result in 
an immediate and sharp drop in ordering by the manufac- 
turers and wholesalers whom we supply.” 


1951 1950 
“Orders on hand ...... a eee ye 26 weeks 16 weeks 
Inventories on hand ............ 25% 19% 


“A year ago the pipe lines were empty. Now they are ab- 
solutely full of so-called packaged goods but still empty 
of heavy machinery, industrial and commercial lines.” 


“Qur capacity had increased very substantially at the end 
of 1950, but this added capacity is being held for defense 
work. Our present rate of production on an annual basis 
is about 15% ahead of last year.” 


* * * 


“With regard to the general business outlook and pros- 
pects for the balance of the year, I never felt more un- 
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certain in my life. Right now everything looks pretty 
rosy, but it is based too largely on heavy government prepa- 
rations for a war which may, or may not come.” 


“In general, we expect our volume to be about equal that 
of last year, or a little better without benefit of much de- 
fense business. This latter is slow in getting started. The 
current business situation seems to be very soft because we 
are feeling the pressures that were expected to produce a 
downturn in the first quarter. We expect this softness to 
continue during the second quarter. In fact, high inven- 
tories and runaway prices have created a situation that, 
under normal conditions, would call for quite a little cor- 
rection. However, we expect continued high levels of per- 
sonal income, capital expenditures and defense spending will 
make for a quick recovery and keep the economy on a rela- 
tively stable basis during 1951.” 


“Our industry has been enjoying a boom since World 
War II, only interrupted in 1949. Although inventories of 
our dealers are excessive, this is a seasonal situation. Also, 
manufacturers have been producing heavily during the nor- 
mal offseason in anticipation of material shortages. We ex- 
pect that this rate of production will be continued and sup- 
ported by demand if materials continue to be available. 
Thus, we regard the material supply situation as the limit- 
ing factor in our business.” 


Automobiles and Equipment 


“Our current output for military use is about 40% of 
sales; before the end of this year it will likely increase to 
about 80%. We are peculiar in that almost all our parts 
will wind up either for essential civilian use or for the 
military. In addition, we have taken on a large produc- 
tion program for another industry.” 


“Our production is approximately 10% to 12% military; 
we expect this to change rapidly before the year ends.” 


“Two per cent of our current output is for military 
use. Before the year’s end we expect it to approximate 25%.” 


“Our proportion of output for military use is only 5% of 
sales. We have quoted on several substantial contracts but 
lost them. So far we have found it difficult to obtain 
military contracts, first because the prices are very com- 
petitive, and second, because not many of them are avail- 


able.” 


* * * 


“Qo far we have been able to fill all nondefense orders; 
however, we believe that we will have some cutbacks in non- 
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military business during the next two months when the 
controlled material plan goes into effect. This will par- 
ticularly affect parts that we make for the automotive re- 
placement industry.” 


“Our nonmilitary business is higher than it ever has been. 
We have had to discontinue manufacturing some products 
because of lack of production facilities and inability to ob- 
tain raw materials. We expect demand for our nonmilitary 
products to be reduced by the end of the year.” 


“Although our rated orders grow daily, our over-all vol- 
ume is still small. We are having difficulty filling nonde- 
fense orders—from a capacity standpoint, and not because 
we are loaded with military business. We have been ap- 
proached by war agencies and our production capacity 
studied with the possibility of war contracts in the future. 
We do not expect any sizable conversion for at least six 
months.” 


“We have been able to fill practically all our nondefense 
orders, however, our steel deliveries will be cut back in 
June. This will also affect military orders, as the DO sys- 
tem is gradually breaking down.” 


“We have not been able to fill all our nondefense orders. 
Our business is running approximately the same. as in the 
third and fourth quarters of 1950, but the schedules are 
high. We assume schedules will be cut somewhat as the year 
runs along, but in view of our present overscheduled posi- 
tion, the cutbacks would have to be substantial before our 
present production is affected.” 


* tee, 


“Our orders in terms of weeks of capacity operations are 
slightly higher than a year ago. Inventories then repre- 
sented 118% of sales for the first quarter ending February 
28, 1950; the corresponding figure for 1951 is 128%. We 
believe pipe lines of our products are more nearly full this 
year than they were last year. We estimate operations at 
90% of capacity.” 


“Comparing the situation with the same time last year: 
orders on hand have increased to approximately eight weeks; 
inventories about 25%. The supply of products in pipe 
lines seems to be adequate. Our operations are 100% of 
capacity.” 

* * * 

“The foreseeable future for our products, which are gen- 
erally considered essential to our economy, looks good. We 
believe that we will be able to continue in full production 
for the balance of this year.” 


Electrical Appliances and Supplies 


“About 30% of our current output is for military use. 
This will increase during the next nine months.” 


“Only a negligible proportion of our current output is for 
military use. By the year’s end, we expect it to be be- 
tween 10% and 20%.” 


“Tack of materials prevents us from filling all our non- 
defense orders. A 25%-30% cutback in nonmilitary busi- 
ness has already been necessary and it will rapidly increase 
within the next nine months.” 


* * * 


“Our orders on hand run about half a year now com- 
pared to about two months a year ago. Inventories on hand 
are about 100% of monthly sales value compared to double 
that on lower sales volume a year ago. The supply of our 
products in pipe lines is about half what it was a year 
ago. Present level is about 85% of capacity.” 


“Orders on hand are three times what they were a year 
ago. Inventories are the same as a year ago. Supplies of cur 
products in pipe lines are up over a year ago but we have no 
way of knowing how much. Present operations are 100% 
of capacity compared with about 60% a year ago.” 


Electrical Machinery 


“Orders we have on hand for direct military use are 
probably about 30% of total production. We have no 
knowledge of how much of our production would be called 
on for defense. Our company caters to heavy industries— 
mining companies, steel-mill companies, copper mills, ma- 
chine tools, public utilities, ete. Another 70% of our produc- 
tion in great part would go to industries of that type. We 
are told that they are just as important as items going to 
the military. Until a proper priority system is set up to 
tell us what comes first, we will have to just continue to 
use our own judgment.” 

* * * 

“We have been able to fill all our nondefense orders, 
though not on schedule. Our use of critical materials has 
exceeded deliveries for the year to date. We do not expect to 
be able to fill all the orders that we have now or have had 
offered to us. We expect critical materials to become in in- 
creasingly short supply so that our allocations to our various 
customers will be further reduced.” 


* * * 


“A year ago, we had about seven to eight weeks’ backlog. 
Today, we have about seven to eight months, with certain 
tentative programs that would give us a year’s backlog. 
Our production has increased in about a 3:1 ratio in the 
last three months. The inventories we had last year would 
give us about a six-times turnover, and our present inven- 
tories would give us about a seven-times turnover against 
respective rates of operation for each period.” 


* = * 


“We believe that the general business outlook is good, 
and that our company will receive its share of whatever 
business is available. However, for the first time, we can- 
not make a detailed, accurate forecast in that the imponder- 
ables exceed the ponderables.” 


Engines and Turbines 


“About 30% of our current output is production for 
military use. Unless procurement is expanded, no material 
change in present conditions will be experienced for the 
remainde» of the year.” 
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“Up to now, we have been able to fill our nondefense 
orders. However, it has become increasingly difficult to 
arrange for prompt deliveries from our suppliers. Every 
effort is made to obtain a DO rating on orders to assure 
fulfilment thereof.” 

* * * 

“Continuation of a favorable general business outlook 
appears to depend a great deal upon vigorous efforts in be- 
half of national defense. Recent news and activities are not 
too encouraging toward maintaining and expanding produc- 
tion along these lines. A letdown is possible.” 


Foundries 


“Approximately 5% to 10% of our current production is 
for direct military use. Seventy-five to eighty per cent 
is directed into essential end uses or products that are in- 
directly needed for our preparedness program. A very small 
proportion of our steel castings is used for nonessential 
purposes. We do not foresee any substantial change in this 
picture in 1951.” 

* * * 

“Up to the present we have been able to fill all 
vour nondefense orders, although with some small delay. 
Whether this situation will change much during the next 
nine months would seem to depend upon whether steel 
for civilian use will be further cut back.” 


“We have not been able to fill all our nondefense orders. 
We would estimate that we have refrained from quoting 
and have actually rejected orders equal to approximately 
20% of our present production. We see little change in this 
situation.” 

* * * 

“Our backlog for 1951 is substantially higher than for 
the same period last year. Our orders on hand would aver- 
age twelve to sixteen weeks versus four to eight weeks. In- 
ventories have increased almost in direct proportion . to 
sales, approximately 20%. Our entire system of inventory 
control is based upon a turnover of three to four times 
per annum. A very small supply of our manufactured 
products can be considered in pipe lines, inasmuch as it has 
not been possible to build up stocks in our dealers’ or 
branch warehouses to adequate levels. Operations continue 
at capacity, despite increases in our productive facilities 
during the past year.” 


Hardware 


“Our current output for military use is not quite 5%. 
But we are tooling up for new jobs, and by the end of 
the year expect about 30% to 40% of our output will go 
for military use.” 


“We are just beginning production on our government 
business. March shipments on these contracts were less 
than 5% of our total. It will increase approximately to 10% 
in April, should be at least 20% in May, approximately 
35% in June, and from then on should be about 60% of 
‘our monthly production, provided civilian goods are not 
cut back or eliminated. As to this latter, we are quite un- 
able to tell what will happen.” 
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“We have been unable to fill a large proportion of our 
nondefense orders; on some products this reduction of allo- 
cations has been as high as 65% of customers’ requirements 
during 1950. On all our products, the average impact of 
defense orders has been about 40%. This situation will 
worsen during the next nine months.” 


“We have a large backlog of nondefense orders which 
we expect to be able to fill, even though we may have to 
use substitute materials in some cases. Nonmilitary busi- 
ness will fall off somewhat later in the year, but at present 
our nonmilitary business is at a considerably higher rate 
than it was last year.” ~ 


“No cutback in civilian business has been made as yet, 
but we believe there will be some in the months to come.” 


* * * 


“Orders on hand are almost double those of last year. In- 
ventories as a percentage of sales are off slightly from last 
year. For the majority of our items I would say that the 
supply in pipe lines is about the same as last year. If we 
were able to fill all open orders promptly, they would be 
fuller than at this time last year. Our operations are run- 
ning well above this time last year, but are still below 
theoretical capacity. Availability of materials is the de- 
termining factor.” 


“Orders on hand represent about thirty-six weeks’ pro- 
duction as against eight weeks’ a year ago. Inventories at 
the present time are about 22% of our estimated yearly sales, 
as compared with 50% a year ago. We are operating at 
approximately 90% of capacity, as compared with 50% a 


year ago.” 
* * * 


“Our industry is pretty well tied up to the construction 
industry, Hardware is practically the last thing to be bought 
for a building, so that the record-breaking housing year of 
1950 is carrying over a great demand for our products into 
this year. A slowdown of construction activity affects this 
industry several months after it shows up in the construc- 
tion figures.” 


Heating and Plumbing 


“Approximately 20% of our current output is for military 
use. We expect this to double before the end of the year.” 


“In past wars the bulk of our work was for the Navy. 
This time there are so many Naval ships in mothballs that 
the Navy seems to be in no hurry about authorizing new 
construction. Unless the cold war gets appreciably hotter 
by the end of the year, there will be no great increase in 
orders of a definite military character.” 


Ce 


“We have not been able to fill our nondefense orders or 
those for industries directly or indirectly engaged in war 
or defense work. Because of lack of material we have cut 
back about 20% from the rate at which we were operating 
during the last quarter of 1950. We expect the government 
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will allocate sufficient material to enable us to substan- 
tially increase production during the next nine months.” 


“We have been able to fill all our nondefense orders, al- 
though the industry has a large backlog and we are suffer- 
ing more from lack of raw materials, pig iron and scrap 
than from any other cause. There will be no particular 
change in this situation during the next three or four 
months. Possibly, as defense material starts to pile up in 

_the fall, we may find a change in the pig-iron and scrap 


situation.” 
* * * 


“Orders on hand amount to about seven months’ oper- 
ations, as opposed to three months’ operations a year ago. 
Salable inventories on hand are about 6% of sales. We do not 
believe there is much of our products in the pipe lines. It 
is being used almost as rapidly as we can furnish it. Oper- 
ations, at about 90% of capacity, are being handicapped by 
scarcity of pig iron and scrap.” 


Industrial Machinery—General 


“No part of our current production is for direct military 
use. We have sought no defense contracts because we be- 
lieve we are serving the defense program best by main- 
taining the essential industries—steel mills, coal mining and 
other heavy industries. That was our role in the last war 
and we do not anticipate any change in the situation.” 


* * * 


“AIl our orders are nondefense in the sense that they are 
not for direct military use. For the past six or eight 
months we have been swamped with orders that have 
greatly exceeded our productive capacity and our ship- 
ments. We have been operating day and night at prac- 
tically maximum capacity, but our backlog has grown to 
the largest dollar volume we have ever had and our de- 
livery promises have had to be greatly lengthened. We have 
thus far been able to obtain our raw material requirements 
but we anticipate more difficulty in securing some types of 
steel in the coming months as the defense program becomes 
accelerated.” 

* * * 

“As to the outlook, our sales department advises that 
our inquiries last month far exceeded any month in our 
history, which would seem to indicate no letup. However, 
if the war scare passes there might be a considerable falling 
off leading to a serious depression next year.” 


“Where, last year, the major part of our production was 
involved with foreign steel-mill orders, this year the em- 
phasis has switched to this country, where steel companies 
are actively planning new plants and enlarging old ones. 
Considering the importance of this work and the time 
required to fill orders for mills (twelve to eighteen months) , 
it is hard to foresee any circumstances that could change 
our picture radically during the next nine months.” 


Industrial Machinery—Special 


“At the present time very little of our current output is 
for military use—we should say, not to exceed 5%. We 


expect a greater proportion of our output to be in connec- 
tion with defense orders, but we do not seem to be pro- 
gressing very fast to that end.” 


% * * 


“We have not been able to fill all our nondefense orders; 
however this does not constitute a cutback in nondefense 
business because our order board has increased appreciably 
in the last six months. We expect to be able to supply as 
much to nonmilitary users this year as last year, and we 
don’t foresee an appreciable increase or decrease in the 
amount of our products available for civilian users.” 


“We cannot fill all our nondefense orders because we have 
had a large backlog ever since 1946 and it still exists. 
Nevertheless cutbacks may be required if materials are 
withheld from us. We had planned to cut down civilian 
operations by 15% or so, to make room for military items, 
but orders for the latter do not seem to materialize.” 


* * * 


“Our operations still are at approximately 100% of ca- 
pacity, but our production and shipments are lower than 
they were a year ago. Several causes might be mentioned: 
difficulty of getting all types of metals when required, fail- 
ure to subcontract as much work as we did a year ago (most 
of our subcontractors are now taken up with subcontracts 
for defense work) , and the loss of some manpower to com- 
panies in our locality that have more quickly converted to 
defense orders.” 


“At the present time our orders on hand exceed those 
of a year ago by about twenty-six weeks of operations at 
current capacity. Our operating inventories have decreased 
slightly as a per cent of sales as against a year ago. However, 
the supply of our products in our internal pipe lines has in- 
creased, owing to erratic delivery of certain components 
holding up production at various stages. The supply of 
products in our distribution pipe line has decreased mark- 
edly to a point where there are but few products imme- 
diately available for sale except replacement parts. Our 
operations have just about doubled over a year ago.” 


Instruments and Controls 


“Our proportion of defense work is somewhat higher than 
we would like, currently running about 50% of our produc- 
tion; nearly 75% of our backlog is in defense orders. (A 
considerable portion of our commercial business is han- 
dled from stock, so that it is never reflected in backlogs, 
whereas defense contracts, usually involving special forms 
of equipment, may extend over a period of a year. We do 
not anticipate any material change in this trend between 
now and the end of the year, except that there will prob- 
ably be an increase in defense backlogs.” 


“I believe our proportion of output for strictly military 
use does not exceed 15% at the present time. On an end- 
use basis, it goes considerably over that. We expect it to 
increase between now and the year’s end.” 


* * * 


“We have been able to fill our nondefense orders, although 
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there have been delays as materials have not been obtained 
as promptly as we would like and substitutions have had to 
be found. It has been necessary to expand our facilities 
through leasing space, some construction, and also con- 
siderable additional personnel, longer work hours and some 
second-shift operations. The trend will not change between 
now and the end of the year, with continued increases in 


defense requirements and the necessary additions of per- 
sonnel.” 
* * a 


“Our orders on hand are roughly twice what they were 
-a year ago. Our inventories have risen but are not out of 
line with our volume of business. Supply of our products in 
the pipe lines is no doubt higher. Our operations are at 
capacity, as they were at this time last year; at that time 
we were building a certain amount for stock and at the 
present time we are hoping to keep our heads above water.” 


Machine Tools 


“Our present proportion of output for military use is 
about 25%. This should change to a much greater per- 
centage as the year progresses, with 90% of our output at 
the year end for the government.” 


“We do all our business through distributors and have no 
way of telling who the ultimate users of our products are. 
As the defense program really gets under way an increasing 
percentage of our output will be for military use. The air- 
craft industry, for example, has only just started to order 
our products.” 


If I were to hazard a guess, I would say that at the end 
of 1951 rated orders might easily compose 75% of our 
backlog.” 


“We have not been able to begin to fill nondefense orders. 
So many of our customers were afraid they would not be 
able to get machine tools during the war period that our 
backlog today is larger than it has been for seven or eight 
years. We have at present withdrawn all our prices on ac- 
count of rulings, and are quoting for estimating purposes 
only, because we foresee that in a very short time, we will 
be practically working on government requirements.” 


“Tt is impossible to distinguish between defense and non- 
defense orders since we manufacture the same product, in 
both war and peace times. We have a sizable backlog of 
unfilled orders despite our greatly expanded output—enough 
to keep us going some three months without any new orders. 
The demand for our products should continue to increase for 
many months to come.” 


“The machine-tool industry has not been able to fill all 
its nondefense orders; in fact, it is rapidly approaching the 
point where practically no nonrated orders can be filled. 
_ This situation will change very little during the next nine 
months.” 

* * * 

“Orders on hand a year ago represented about twenty 
weeks operations at the then current rate of production. 
- Our present backlog represents about 120 weeks’ produc- 
- tion at our expanded rate. Inventories a year ago repre- 
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sented about 35% of annual rate of sales at that time and 
about 22% of annual rate of sales at the present time. 
Operations a year ago were about 80% of an efficient rate 
of production. Today through added facilities and a con- 
siderable amount of subcontracting, we are producing at a 
rate of about three times that of a year ago.” 


“Our machine tool deliveries are averaging between ten 
and twelve months; a year ago it was closer to three months. 
Inventories are somewhat greater than a year ago but still 
completely inadequate to cover the backlog of orders. Since 
machine tools are shipped directly to the user by the manu- 
facturer there are, of course, none in the supply pipe lines. 
Operations in general are at 100% of capacity and every 
effort is being made to expand this capacity.” 


“There isn’t any question about the business outlook be- 
ing top-side for the next one and a half to two years. We 
base this on what we see in our own industry and what we 
are told by allied industries producing machinery in par- 
ticular. We'll have plenty of business into the middle or 
end of 1952. Plenty of people talk five to ten years, but 
we have seen unexpected adversity, so I always hesitate to 
make a too-strong prediction.” 


“As to the general business outlook and the future of 
our company, which is typical of the industry, it is not 
satisfactory. We shall have a volume of business for the 
next two years at an annual amount of between three and 
four times the average for the years between the end of 
World War II and 1950. However, with price rollbacks, re- 
negotiation and taxes, profits will be very inadequate; on 
top of this we shall be faced at the end of the emergency 
with another period where the market will be absorbing 
government surplus.” 


Nonferrous Metals 


“That portion of our current output devoted to military 
use is 17%. Direct defense and defense-supporting programs 
should take upward of 50% by the end of the second quar- 
ter and possibly rise to 70% in the third quarter.” 


* * * 


“We have been able to fill our nondefense orders within 
the limitations of available raw materials and restrictions | 
of NPA regulations. Recently shortages of raw materials 
forced us to cut back nonmilitary business about 15% from 
the 80% permitted by NPA. We expect nondefense busi- 
ness will gradually be forced downward and that military 
and defense-supporting programs will take on increasing 
amounts during the next nine months.” 


“Our inventories of primary nickel are lower in relation 
to sales than they were last year and are at a practicable 
minimum. The shift from peacetime to defense produc- 
tion has introduced the necessity of filling new pipe lines. ' 
Thus inventories of nickel-containing materials in the 
hands of consumers are believed to be greater than a year: 
ago. We are operating at 100% of capacity and were op- 
erating at a comparable level last year. However, we have 
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planned some expansion in facilities which will become 
available during the latter months of the current calendar 
year.” 


Office Equipment 


“A very small proportion of our present output is for 


military use. However, we are tooling and starting produc- ° 


tion on two substantial defense contracts, and by the end 
of the year anticipate that our rate of shipments of de- 
fense products will be very nearly equal to shipments of 
regular products.” 


“Very little of our current output is for military use; we 
deliver the first items on a subcontract this month. We will 
have a progressive increase in these deliveries, reaching a 
peak in February or March of 1952. At that time, our de- 
fense work should be about 60% of our present normal pro- 
duction.” : 

* * * 

“We have not been able to fill all our nondefense orders 
because our sales have been running considerably ahead of 
1950 and ahead of normal expectations. We have been 
able to avoid cutting our production by use of substitute ma- 
terials, but this condition will not continue for much longer; 
by the end of the year, we will be cut back on our regular 
production between 20% and 30%.” 


“We cannot fill all our nondefense orders owing to gov- 
ernment restrictions and inability to obtain raw materials. 
Our nonmilitary business has been reduced approximately 
40%. Between now and the end of the year our nonmilitary 
production will be reduced at least 50% of what it was dur- 
ing the last six months of 1950. In general, we believe the 
amount of our products which will be available for civilian 
use will be drastically reduced.” 


+ -&% -°% 


“Our backlog of unfilled orders at the present time repre- 
sents about five weeks’ production compared with three 
weeks’ a year ago. Our inventories of finished equipment 
are considerably less in terms of sales than they were a 
year ago. Our inventories of materials, parts and work in 
process are higher, principally as a result of buildup of in- 
ventories for defense work which has not yet reached the 
stage where it can be shipped and billed. We are operating 
at about capacity on a forty-hour week basis, and have 
been running a small night shift for the past few months. 
Last year at this time we had about 15% fewer employees 
and were working forty hours a week.” 


“Orders on hand represent approximately twelve weeks’ 
production compared with about four weeks’ output a year 
ago. The relationship of cost value of inventories to list price 
sales was slightly higher at the end of February, 1951, than 
in February, 1950. There is not a very large supply of our 
equipment in the hands of dealers, branches and others, and 
we can sell all the machines we are able to produce. On a 
six-day week and two-shift basis, we are operating at very 
close to 100% capacity, compared with approximately 91% 
capacity last year.” 


Railroad Equipment 


“Approximately 5% of our current output is for military a 
use. We expect this to increase later in the year to pos- 
sibly 50%.” 


“Approximately 10% of our current output has a mili- 
tary end use. However, in excess of 75% of our total sales 
are in products for railroads and much importance has been 
assigned to the part the railroads play in the war effort. 


“Our company is reactivating a government-owned plant 
for the purpose of producing for the tank program. If it 
progresses as planned, the percentage of our total output 
for military end use will increase substantially by the year 
end.” 


“About 20% of our plant’s production is sold for military 
use. In our case all this is for the aviation field. The re- 
maining 80% consists of railroad products.” 


* * ¥* 


“We have been able to fill all our nondefense orders with 
the possible exception of boring mills. The only cutback in 
nonmilitary business that possibly could be identified as 
such is in this field where orders for use in the defense effort 
have carried a priority rating against those for civilian pur- 
poses. As long as the railroad industry is looked upon by 
the government planners as being essential, it is felt that 
we will have no substantial cutback in nonmilitary busi- 
ness.” 

* * * 

“Orders on hand exclusive of defense work are equal to ) 
some thirty weeks’ operations as against thirteen a year ago. 
Inventories are presently equivalent to about 25% of last 
year’s sales as compared with some 18% a year ago. The 
percentage to probable sales should be considerably smaller 
this year. Since practically all our production goes directly 
to the customer rather than through distributors or whole- 
salers, there would be none of our products in the pipe 
lines. Operations are close to capacity, whereas a year ago 
we were operating at approximately 60%.” 


“Our orders on hand at the present time are equivalent 
to about six months of present operations. This compares 
with orders equivalent to five months’ operations at this 
time a year ago. However, our rate of production has in- 
creased nearly two and one-half times in the intervening 
period. Inventories constitute about five months’ lead time 
and are about the same as a year ago; but the difference in 
rate of production must be taken into consideration. Our 
operations are about 80% of capacity.” 


Steel 


“About 744% of our output is being taken by DO’s. 
By the end of the year about 30% of our output will 
be absorbed by defense orders. Already 15% of our June 
production has been allocated to orders with DO ratings.” 


“Our proportion of current output for military use is 
about 10%. If, however, our output for essential industries 
which are important to the military program but which 4 
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at the present time do not bear ratings were considered, the 
figure would probably be better than 50%. We anticipate 
when the CMP program goes into effect, this larger per- 


centage of existing orders on our books will be given some 
rating consideration.” 


“Roughly 50% of our output is now going to defense 
or defense-supporting industries. Approximately half of 
this is for direct military use. By the year end the total 
set-aside probably will reach 75%. This load is not spread 
evenly over all classes of steel products.” 


be MS 


“We have not been able to fill our nondefense orders for 
a number of years, and with military orders and directive 
orders, the portion of tonnage for civilian requirements for 
one product is very much less than for another. Almost 
50% of the tonnage which we supply is earmarked either 
by DO orders or directives, and this figure will probably 
increase as we go along.” 


“The nondefense demand for our products seems to be 
almost without limit. I suspect that we are offered most 
of the items our competitors cannot take and they are 
similarly offered the items we cannot take. The situation 
will change with the introduction of CMP—but nobody 
knows just how.” 


“We have not been able to fill all the nondefense orders 
offered to us and have operated on a voluntary allocation 
basis of our own. We could sell our complete output to 
nonmilitary but essential industries. We expect the situation 
will change some after July 1, but we hesitate to guess 
to what extent until the details of the CMP program are 


better known to us.” 
* * + 


“We have, by our own choice, about two months’ orders 
ahead of us. A year ago, under our own allocation system 
in effect for the past few years, we had accepted orders for 
three months’ production. Short supply of raw materials 
and government programs have caused us to discontinue ac- 
ceptance of a greater volume of nonmilitary orders for fu- 
ture delivery. Our inventories equal about 81% of our un- 
filled orders; while a year ago, although we had a larger 
inventory on hand, it represented only 70% of our unfilled 
orders. The supply of our products in the pipelines is 
about the same as it was a year ago. Our production for the 
first three months was down about 3% from last year’s 
figures. Production for March alone was down about 10% 
from a year ago. Raw material shortages were more acutely 
felt in March, and prospects of improvement do not appear 


_ good.” 


NONMETAL INDUSTRIES 
Apparel 


“Approximately 20% .of our production in terms of hours 
will be spent on government work during the next several 
months.” 


“The proportion of our current output for military use 
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is less than 5%. We do not expect this picture to change 
materially this year.” 


“About 4% of our current output is for military use. 
No change is expected for the rest of the year.” 


¢* & & 


“We have been able to fill all our nondefense orders. We 


do not anticipate any decided change in the next six 
months.” 


“We have had no difficulty in filling our nondefense 
orders.” 


“We have not been able to fill all our nondefense orders. 
However, it has not been necessary to make a cutback in 
nonmilitary business; we are operating at capacity and do 
not expect this situation to change much during the next 
nine months.” 

* * * 

“At this time in 1950 our unfilled orders equaled approxi- 
mately six weeks’ work. Today our unfilled orders will 
take us approximately twenty-five weeks to complete. 

“Total inventories at this time in 1950 equaled 45% of 
our 1950 sales; finished goods inventories, 10% of 1950 sales. 
Total inventories as of now equal 37% of estimated 1951 
sales. finished goods inventories 8% of estimated 1951 sales. 

“The supply of our products in pipe lines in 1950 was 
1,800,000; this year it is 2,200,000. 

“As of this date in 1950 we operated at 67% of capacity; 
during the first three months of 1951 at 84%.” 


“Orders on hand (in terms of weeks’ operations) : 


1950 1951 
10% weeks 6 weeks 


“Inventories on hand as a percent of sales: 


1950 1951 
40% 35% 


“The supply of our product in process is about normal 
and represents approximately 33-1/3% of our finished goods 
inventories. Present operations are at approximately 50% 
of capacity.” 


“We have been operating at higher capacity than one 
year ago because of a greater number of orders. We have 
limited orders in line with capacity. Inventories are con- 
siderably lower than last year. However, customer’s in- 
ventories may be somewhat higher because of their ten- 
dency to speculate during the last nine months. This may 
have some restraining effect on future orders, but not on 
production until our inventories are again returned to 
normal.” 


“As we are in a primarily nondefense industry, it is not 
expected that our operations will be subject to radical 
changes in the near future. There is a tightening of yarn 
supplies used in the production of our product, particularly 
with respect to wool yarns. To partly overcome this handi- 
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cap we are gradually changing over, and wherever possible, 
to some of the wool yarn substitutes, such as Dynel, Orlon, 
Fiber V and other similar synthetics. The fine count mer- 
cerized cotton yarns are becoming scarce, which may cause 
some production problems in the future.” 


Building Materials and Supplies 


“Approximately 20% of our current output is going for 
direct and indirect military uses. We look for this percent- 
age to show a gradual increase during the remainder of the 
year and believe that the figure for the full year may go 
to 25%.” 


“The proportion of our product moving to direct military 
use is still comparatively small. During 1950 it amounted 
to only 1.72% of our total shipments, and for the first three 
months of 1951 amounted to 1.75%. At least as much, if 
not slightly more, is probably moving into military use in- 
directly. We expect these proportions to increase materially 
during the year, though it is improbable that outside of 
actual war the proportions will be larger than 10% in 
each case.” 

* * # 

“Thus far we have been able to fill all nondefense orders. 
The use of cement is seasonal over much of the country, 
and the active construction season is only now opening up. 
It is not yet clear what the full effect will be, but by the 
early fall it may be impossible for us to meet all nondefense 
needs except after sharp delays.” 


“We have not been able to fill all our nondefense orders. 
Except in the case of Douglas fir plywood, it has not been 
owing to military orders but to the fact that we have had 
a demand in excess of our ability to supply. In the case 
of plywood, the cutback necessary because of military busi- 
ness resulted in that much being unavailable for our normal 
civilian channels. 

“I do not see any change in the next nine months, except 
in Douglas fir plywood, because the military orders appar- 
ently are not nearly as sizable as at first indicated in the 
case of lumber and insulating board. Hence, orders in 
stock doors and acoustical tile have been almost nil up to 
the present time.” 


“We have not been able to fill all of our nondefense 
orders. This has not been caused by interference of military 
business, but is simply a case of more business being placed 
than we can handle promptly.” 


* & 


“Orders on hand, represented principally by contracts 
for future delivery, are about 20% higher than at this 
time last year. Inventories are approximately the same as 
last year and represent about 10% of our expected sales 
for the year. Our operations are at the full capacity our 
plants can produce.” 


Chemicals 


“The portion of our current output destined for direct 
military use is still small; as a rough guess, in the neigh- 
borhood of 5%. Production is getting under way in two 


\ 


government ordnance plants we are operating. I have not 
included the output of these plants in the picture, because 
we merely include the fees received in our sales. The 
fees received are still nominal.” 


“At present a small portion of our total production is 
going for military use. However, beginning about the mid- 
dle of this calendar year, probably a much greater portion 
of our output will be required for military uses.” 


“During the first quarter of 1951, about 8% of our total 
sales were made directly for military end uses. In addition, 
an indeterminable proportion of sales made to others are un- 
doubtedly finding their way into military end uses. Present 
indications are that there will be no significant change in 
the proportion of our direct sales for military end uses dur- 
ing the remainder of 1951.” 


“At present we are not furnishing our products for mili- 
tary use. We have expected a change in this picture before 
this, but it looks now as if we may go through the entire 
year without any large military orders.” 
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“We have not been able to fill all nondefense orders we 
have received, but this has been due to tremendous demand 
for our products. We expect the volume of new orders will 
start to drop later in the year, as the initial phases of the 
current industrial expansion program progress.” 


* * 


“Our inventories have been increasing both because they 
were below normal in terms of months’ supply and because 
prices have been rising. Our inventories are expected to show 
a sizable increase during the current year, and will show a 
gain when measured as a per cent of sales.” 

“The supply of our products in the pipe lines appears to 
be large. We are still operating at a high per cent of 
capacity. However, there has been a dip below the high 
levels of March.” 


“Our present backlog of orders is equivalent to fifty-two 
weeks’ operation at capacity, compared with twenty-one 
weeks a year ago. Inventories are currently 133% of pres- 
ent monthly sales, compared with 142% for the same 
period last year. We are operating at about 100% capacity, 
compared with 85% to 90% a year ago.” 


Food 


“About one third of our current manufacturing output 
is for government requirements. We expect this propor- 
tion to continue approximately in that ratio during the 
balance of the year.” 


“At the present time, about 144% of our output is for 
the armed forces. We do not expect any material change 
in this proportion for the balance of the year unless the 
number of people in the military service changes radically.” 
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“We are filling all nondefense orders which, of course, 
_ are largely comprised of day-to-day sales. Although there 
is talk of a set-aside there is nothing positive about that 
for the present at least.” 


“We have not been able to fill all nondefense orders be- 
cause of the tin-plate restrictions. We allocate our pro- 
duction. Without tin restriction, our production and sale 
might have been possibly 10% better. 

“Unless the tin order is withdrawn, the situation may not 

change in the next nine months.” 


“We have not yet had any difficulty in filling all our 
civilian orders, and do not expect any cutbacks in our 
particular items, at least not during 1951.” 


* * 


“Orders on hand this year as compared to last year in 
terms of weeks of capacity production are about the same 
—one week, Inventories on hand this year versus last year 
are about the same—20% of sales. Supply of our products 
in the pipe lines is slightly less than normal on account of 
allocating some items. We are operating at about 60% 
of capacity.” 


“Orders on hand are about 25% ahead of last year; in- 
ventories, approximately 15% greater. The supply of our 
products in the pipe lines is about 10% ahead, and oper- 
ations as a per cent of capacity are up about 15%.” 


“With the large number of people employed and the 
high level of personal income, together with the likelihood 
of some continuing shortages of durable goods, we believe 
that the demand for our type of products will be heavy. 
We expect our tonnage for the year will possibly be 5% 
higher than last year.” 


Leather and Products 


“Under 1% of our current output is for military use—by 
the end of the year we would expect it to be 6%.” 


“Approximately 25% of our current output is for military 
use. We expect to continue at this rate for the balance of 
the year, provided the government continues to purchase at 
about the rate they have during the last three months.” 


* *+ & 


“We have been able to fill all our nondefense orders. We 
do not expect any cutback in nonmilitary business during 
the next nine months, except as it may be influenced by 

’ the demand rather than by military requirements.” 


Mining 

_ “We supply the steel industry with its most important 
basic raw material for the manufacture of steel. We have 

no direct contracts with the military, and while our prod- 

‘ucts eventually find their way into materials for military 

use, it is only after they have been converted into various 


types of steel.” 
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“We are booked to capacity for all our production, and 
could take on a substantial additional: tonnage if we had 
additional capacity. It is almost certain that we will be 
operating on a full basis throughout this year. This would 
probably be true even though there should be an unex- 
pected falling off in business generally.” 


Paper and Products 


“We are required to reserve 15% of our production for 
the use of government agencies and defense activities.” 


“Current production for military purposes is a negligible 
percentage of our total. We expect a substantial increase in 
military goods before the end of the year, owing to added 
production of a special nature.” 


* + * 


“We have not been able to fill all nondefense orders; 
however, the cutback due to military business is still only 
approximately 56%. We are on an allocation program and 
expect this situation to continue.” 


“Tt has been necessary to cut back our nondefense orders 
by approximately the 15% of government business re- 
quired. We do not anticipate any material change.” 


“Since we were operating above capacity prior to the 
current emergency, it has been impossible to fill all non- 
defense orders. Nondefense business has been cut back 
between 10% and 12%. We expect no substantial change 
in this area during the next nine months.” 
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“As of April 1, 1951, we have doubled the amount of 
orders on hand over a year ago; our present backlog is four- 
teen weeks of operations compared with seven weeks’ back- 
log a year ago. Inventories as percentage of sales are 
lower than a year ago; on a unit basis they would be even 
lower. More of our products are in the hands of our cus- 
tomers today than was true a year ago. Our present op- 
erations are at a higher rate of normal capacity in all areas 
than a year ago and will continue so throughout the bal- 
ance of our fiscal year.” 


Petroleum 

“Under current operations, approximately 27% of our 
entire production is for military use.! We do not anticipate 
that there will be any material change in this relationship 
between now and the year’s end.” 


“We are furnishing several products for military use, 
but the volume is a small fractional percentage of our total 
output. Military orders should increase, but there is little 
or no prospect that the total of such business will be more 
than a minor portion of our total sales.” 


eo * 

“We have been able to fill all civilian requirements and 

no change in this situation is foreseen for the next nine 
months.” 
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“Tt has been unnecessary to make any cutback in non- 
military business except in the case of certain lubricating 
oils and essential solvents diverted to the military. It is 
expected that we shall fulfil our nonmilitary commitments 
over the next nine months unless the international situation 
gets worse.” 

+--*  % 

“As a result of deliveries to the military, present stocks 
are considerably lower than is customary; for example, gross 
company inventories on April 1, 1950, represented 107 days’ 
supply at the then current rate of demand, whereas gross 
company inventories as of April 1, 1951, represented sixty- 
one days’ supply based on the current rate of demand.” 


“Our inventories total about 11% of annual sales; a year 
ago, about 13%.” f 

“Our refinery operations are slightly above 100% of 
rated capacity. Crude production is running at about 85% 
of the estimated maximum efficient rate because of restric- 
tions imposed by state regulatory authorities.” 


Rubber Products 


“Our current output for military use is negligible. By 


year end, military orders will approximate 30% to 35% 
of our output.” 


“Approximately 10% of our current output is for military 
use. This might increase to 15% by the year’s end.” 


*« + * 


“We have not been able to fill all of our nondefense orders 
because of shortages of rubber. We have not been re- 
quired to make any serious cutback in nonmilitary business 
but we have been unable to accept additional business 
which has been available. What takes place during the 
next nine months will depend upon the rubber supply, un- 
less there is a drop in demand because of the general drop 


in nonmilitary business.” 
* & 


“Generally speaking, it appears at the present time that 
our total dollar volume of sales will increase because of an- 
ticipated government orders under the rearmament pro- 
gram. In spite of this increase in sales, net income will 


probably decrease because of the low profit margin on gov- 
ernment orders.” 


Textiles 


“About 60% of current output is for military use. We 
expect this proportion to decline before the year end.” 


“Approximately 15% of our present output is for the 
military. This figure includes only direct government con- 
tracts. With present information, we can see no appreciable 
increase or decrease in the proportion of our production 


to go to the governmental agencies for the remainder of 
the year.” 


* %* 


“We have had no trouble in filling nondefense orders and 


no cutback, and do not expect this situation to change 
much during the rest of the year.” 


“We have been unable to fill many of our nondefense 
orders because of lack of regulations from OPS defining our 
ceilings.” 


“We have been able to fill almost all of our nondefense 
orders. Military business should force a considerable cut- 
back in our civilian business in the second half of 1951.” 


“We have been able to fill most of our nondefense orders, 
but not for prompt delivery. Some of our lines are selling 
on an allotment basis. We think the delivery situation will 
ease during the next nine months.” 


“We have, to all intents and purposes, been able to fill 
all our nondefense orders. Our limitation in filling these 
orders has not been owing to military requirements usurping 
our output, but to a tight raw material supply situation. 
During the next nine months, we expect that fiber will 
continue to be costly and relatively hard to obtain; but 
we do not expect that any cutbacks of major proportions 
will be necessary.” 

* * * 

“Orders on hand are about four weeks of capacity as 
compared with twelve weeks the same time last year. In- 
ventories on hand are 4% of sales as compared with 2% 
last year. Pipe lines are full. We are operating at 95% of 
capacity but expect to drop to about 85%. We have orders 
on hand for about eight weeks’ capacity operation. Inven- 
tories are approximately 50% of our sales. About 144 
months’ production is in the pipe lines.” 


“Our orders on hand as of the end of March represent 
7.2 weeks of capacity production; a year ago, we had orders 
for only 1.6 weeks of capacity production. Our inventories 
of finished products as of March 1, 1951, were 23% of 
what we expect our annual sales will be; on March 1, 1950, 
we had inventories of 42% of annual sales. 'The pipe lines 
for our finished product are apparently full, with inventories 
in the field and at the plant in a healthy condition. We 
are now operating at approximately 83% of capacity; 
a year ago, at 50% of capacity. Unfortunately, due to the 


fiber supply situation, we will have to reduce the rate to 
about 73%.’ 


Ee ee 


“We expect a high volume of business for the year as a 
whole. Our Tate of business has been high. We expect 
some slackening in the next three months but don’t expect 


this ‘soft spot’ to last too long or go too deep. Profits will 
be reduced as the result of price ceilings.” 


“Our industry has been generally sold ahead three to four 
months. The next few months should see considerable re- 
duction in this sold-ahead position. Our customers are 


tending to lessen their purchase commitments wherever 
possible.” 


“There has been an oversupply in the production of 
cotton textiles for the last eight or ten months. We must. 
face reduced volume in our industry for the next two 


months. The slowdown may possibly extend beyond that — 
time.” . 


BUSINESS RECORD 


HOW MUCH CAN WE 
STRETCH THE WORK WEEK? 


Necessities of a semiwar economy 
direct our attention once again to 
prolonging weekly hours of work in 
essential industries. 


Absence of a large labor reserve on 
which to rely for increasing produc- 
tion makes the study of hours of 
work even more important today than 
during World War Il... 


Experience during that conflict indicates that a seven-day week and 
weekly hours of sixty or more reduced efficiency and were uneco- 
nomical for business . . . and that the 48-hour week, eight-hour day 
was the maximum for efficient defense production. 


These conclusions were derived from an analysis of hours of work in 
the United States and Great Britain during wartime. They are con- 
tained in the timely monograph— 


ECONOMICS OF THE WORK WEEK 


by Herbert R. Northrup 
and Herbert R. Brinberg 


Ask for Studies in Business Economics, No. 24, when requesting this 
monograph. Extra copies are available for subscribers. 


ENOUGH? or foo little? 


A crucial question, of persistent and increasing 
importance: Have we enough of ’’what it takes” to get 
through the present materials crisis? 


A panel of experts discusses the availability of 
most of the important defense resources. Some ma- 
terials are scarce. Some we have to stock-pile with 
supplies from abroad. Some we have plenty of. The 
bottlenecks and through-channels of such allocated 
materials as chemicals, sulphur, steel, lead, titanium, 
magnesium, aluminum and copper are examined in: 


KEY MATERIALS: 


Current Supply and Outlook 


This latest Studies in Business Economics makes 
available in convenient form the information and insight 
of such authorities as George A. Renard, James Boyd, 
Hugh Craig, Richard J. Lund, Earl M. Richards, John R. 
Skeen, and Simon D. Strauss. For additional! copies, ask 
for Number Twenty-eight in this series. 


too little? or ENOUGH ? 


